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Rules  and  Regulations 


Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  550 — PAY  ADMINISTRATION 
(GENERAL) 

Specific  Exemptions 

Part  550  is  amended  to  show  that 
teachers  serving  in  the  Department  of 
Defense  Overseas  Dependent  Schools 
may  be  permitted  to  participate  as  in¬ 
structors  after  normal  school  hours  in 
the  Predischarge  Education  Program 
without  regard  to  the  dual  compensation 
restriction  of  5  U.S.C.  section  5533. 

Effective  May  9,  1972,  §  550.505  is 
amended  by  adding  paragraph  (z)  as  set 
out  below. 

§550.505  Specific  ex«-opiions. 

When  appropriate  authority  in  the  de¬ 
partment  or  agency  concerned,  or  in  the 
government  of  the  District  of  Columbia 
determines  that  personal  services  other¬ 
wise  cannot  be  readily  obtained,  section 
5533(a)  of  title  5,  United  States  Code 
does  not  apply  to: 

•  •  *  *  • 

(z)  Pay  for  part-time  employment  of 
teachers  serving  in  the  Department  of 
Defense’s  Overseas  Dependent  Schools, 
as  instructors  after  normal  school  hours 
in  the  Predischarge  Education  Program. 
(6  U.S.C.  sec.  5533) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
‘  the  Commissioners. 
[PR  Doc.72-9185  FUed  6-16-72; 8: 49  am) 

Title  7— AGRICULTURE 

SUBCHAPTER  A — SCHOOL  LUNCH  PROGRAM 
Chapter  II — Food  and  Nutrition  Serv¬ 
ice,  Department  of  Agriculture 

(Arndt.  10) 

PART  220— SCHOOL  BREAKFAST  AND 
NONFOOD  ASSISTANCE  PRO¬ 
GRAMS  AND  STATE  ADMINISTRA¬ 
TIVE  EXPENSES 

Requirements  for  Participation 

The  revision  of  paragraph  (b)  of 
§  220.16  in  amendment  9  of  the  School 
Breakfast  Program  Regulations  (37  P.R. 
9609,  May  13,  1972)  inadvertently  omit¬ 
ted  provisions  in  the  current  regulations 
which  it  is  intended  shall  remain  in  ef¬ 
fect.  Therefore,  paragraph  (b)  of  §  220.16 
as  contained  in  amendment  9  is  hereby 
revised  to  read  as  follows: 

§  220.16  Requiremenis  for  participa¬ 
tion. 

•  •  •  «  • 

(b)  A  school  drawing  attendance  from 
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areas  in  which  poor  economic  conditions 
exist  that  has  no  equipment  or  grossly 
inadequate  equipment  to  operate  an  ade¬ 
quate  feeding  program  under  the  Na¬ 
tional  School  Limch  Program  or  the 
School  Breakfast  Program  shall  be  se¬ 
lected  for  participation  in  the  Nonfood 
Assistance  Program  on  the  basis  of:  (1) 
The  relative  need  of  such  school  for  as¬ 
sistance  in  acquiring  such  equipment, 
determined  on  the  basis  of  the  informa¬ 
tion  supplied  for  that  school  and  for 
other  schools  in  the  applications  submit¬ 
ted,  and  (2)  the  amount  of  fimds  avail¬ 
able  to  the  State  agency,  or  FNSRO 
where  applicable.  State  agencies,  or 
FNSRO  where  applicable,  have  a  posi¬ 
tive  obligation  to  inform  the  School  Food 
Authority  having  Jurisdiction  over  any 
such  school  of  the  Nonfood  Assistance 
Program  and,  within  available  funds,  to 
work  with  such  School  Food  Authority  to 
plan  for  the  acquisition  of  any  equip¬ 
ment  needed  to  operate  an  adequate 
feeding  program  in  such  school  under  the 
National  School  Limch  Program  or  the 
School  Breakfast  Program.  The  Nonfood 
Assistance  Program  funds  made  avail¬ 
able  to  the  State  agency,  or  FNSRO 
where  applicable,  may  be  obligated  at 
any  time  during  the  fiscal  year:  Pro¬ 
vided,  however.  That,  except  when  prior 
approval  is  obtained  from  FNS,  the  State 
agency,  or  FNSRO  where  applicable, 
shall  not  obligate  before  February  1  of 
each  fiscal  year  more  than  50  per  centum 
of  such  funds  for  use  by  schools  already 
participating  in  the  National  School 
Lunch  Program  or  the  School  Breakfast 
Program. 

•  •  •  •  • 

It  is  impracticable  to  follow  the  pro¬ 
posed  rule  making  and  public  participa¬ 
tion  procedure  with  respect  to  this 
amendment  since  this  amendment  must 
be  made  effective  on  July  1,  1972,  in 
order  to  continue  the  provision  currently 
in  effect  without  interruption. 

Effective  date.  This  amendment  shall 
become  effective  July  1,  1972. 

Dated:  Jime  14, 1972. 

Richard  E.  Lyng, 
Assistant  Secretary. 
[FR  Doc.72-9189  Filed  6-16-72; 8: 49  am) 

Chapter  IX — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Fruits,  Vegetables,  Nuts), 
Department  of  Agriculture 

[Lemon  Reg.  538) 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 
Limitation  of  Handling 
§  910.738  Lemon  Regulation  538. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
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Order  No.  910,  as  amended  (7  CFR  Part 
910;  36  PH.  9061),  reg^ating  the  han¬ 
dling  of  lemons  grown  in  California  and 
Arizona,  effective  under  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  <7 
U.S.C.  601-674),  and  upon  the  basis  of 
the  recommendations  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and  or¬ 
der,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  handling  of  such  lemons,  as 
hereinafter  provided,  will  tend  to  effectu¬ 
ate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  It 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule  making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
hereof  in  the  Federal  Register  (5  U.S.C. 
553)  because  the  time  intervening  be¬ 
tween  the  date  when  Information  upon 
which  this  section  is  based  became  avail¬ 
able  and  the  time  when  this  section  mast 
become  effective  in  order  to  effectuate  the 
declared  policy  of  the  act  is  insufficient, 
and  a  reasonable  time  is  permitted,  under 
the  circumstances,  for  preparation  for 
such  effective  time;  and  good  cause  exists 
for  making  the  provisions  hereof  effective 
as  hereinafter  set  forth.  The  committee 
held  an  open  meeting  during  the  current 
week,  after  giving  due  notice  thereof,  to 
consider  supply  and  market  conditions 
for  lemons  and  the  need  for  regulation; 
interested  persons  were  afforded  an  op- 
portimity  to  submit  information  and 
views  at  this  meeting;  the  recommenda¬ 
tion  and  supporting  information  for  reg¬ 
ulation  during  the  period  specified  herein 
were  promptly  submitted  to  the  Depart¬ 
ment  after  such  meeting  was  held;  the 
provisions  of  this  section,  including  its 
effective  time,  are  identical  with  the 
aforesaid  recommendation  of  the  com¬ 
mittee,  and  information  concerning  such 
provisions  and  effective  time  has  been 
disseminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  effec¬ 
tuate  the  declared  policy  of  the  act,  to 
make  this  section  effective  during  the 
period  herein  specified;  and  compliance 
with  this  section  will  not  require  any 
special  preparation  on  the  part  of  persons 
subject  hereto  which  cannot  be  com¬ 
pleted  on  or  before  the  effective  date 
hereof.  Such  committee  meeting  was  held 
on  Jime  13, 1972. 

(b)  Order.  (1)  The  quantity  of  lemons 
grown  in  California  and  Arizona  which 
may  be  handled  during  the  period  June 
18, 1972,  through  June  24, 1972,  is  hereby 
fixed  at  325,000  cartons. 

(2)  As  used  in  this  section,  “handled,” 
and  “carton(s)”  have  the  same  meaning 
as  when  used  in  the  said  amended  mar¬ 
keting  agreement  and  order. 
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(Secs.  1-19,  4B  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated;  June  15, 1972. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division.  Agricultural 
Marketing  Service. 

I FR  Doc.72-9230  Piled  6-16-72; 8 ; 50  am] 


(Lime  Reg.  4] 

part  911— limes  grown  in 

FLORIDA 

Limitation  of  Handling 
^  91 1.404  Lime  Reg;uIalion  4. 

(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  911,  as  am^ded  (7  CFR  Part 
911;  37  F.R.  10497),  regulating  the  han¬ 
dling  of  limes  grown  in  Florida,  effective 
under  the  applicable  provisions  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.S.C.  601-674), 
and  upon  the  basis  of  the  recommenda¬ 
tions  and  information  submitted  by  the 
Florida  Lime  Administrative  Committee 
established  under  the  said  amended  mar¬ 
keting  agreement  and  order,  and  upon 
other  available  information,  it  is  hereby 
found  that  the  limitation  of  handling  of 
such  limes,  as  hereinafter  provided,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  The  need  for  the  regulation  stems 
from  the  current  supply  and  market  situ¬ 
ation.  There  currently  is  available  a 
much  greater  supply  of  limes  than  can 
be  marketed  at  a  fair  return  to  growers. 
The  current  crop  of  limes  is  estimated 
to  be  the  largest  crop  of  record  and  14 
percent  above  last  sea.son’s  record  crop. 
Continued  unseasonably  cool  weather  in 
most  major  markets  has  resulted  in  slug¬ 
gish  demand  for  limes  in  such  markets. 
The  committee  reports  that  because  of 
the  large  supply  available,  excessive  ship¬ 
ments  would  likely  be  made  next  week  in 
the  absence  of  volume  regulation.  It  esti¬ 
mates  that  22,940  bushels  w'ere  shipped 
last  week  and  that  19,281  bushels  were 
shipped  during  the  preceding  week.  Ship¬ 
ments  of  limes  during  the  current  week, 
the  third  week  of  volume  regulation,  are 
limited  to  20,000  bushels.  Limitation  of 
voliune  to  such  levels  has  resulted  in  a 
more  stable  market  situation,  and  there 
is  indication  that  demand  will  increase 
slightly  next  w'eek.  Thus,  continued  vol¬ 
ume  regulation  is  needed  to  promote 
orderly  marketing  by  limiting  shipments 
as  hereinafter  specified  during  the  week 
of  June  18  through  June  24, 1972. 

( 3 )  It  is  hereby  further  found  that  it  is 
impracticable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule  making  procedure, 
and  postpone  the  effective  date  of  this 
regulation  until  30  days  after  publication 
hereof  in  the  Federal  Register  (5  U.S.C. 
553)  because  the  time  intervening  be¬ 
tween  the  date  when  information  upon 
which  this  section  Is  based  became  avail¬ 
able  and  the  time  when  tliis  section  must 
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become  effective  in  order  to  effectuate  the 
declared  policy  of  the  act  is  insufficient, 
and  a  reasonable  time  is  permitted,  under 
the  circumstances,  for  preparation  for 
such  effective  time;  and  good  cause  exists 
for  making  the  provisions  hereof  effective 
as  hereinafter  set  forth.  The  committee 
held  an  open  meeting  during  the  cur¬ 
rent  week,  after  giving  due  notice 
thereof,  to  consider  supply  and  market 
conditions  for  Florida  limes,  and  the  need 
for  regulation;  interested  persons  were 
afforded  an  opportunity  to  submit  in¬ 
formation  and  views  at  this  meeting;  the 
recommendation  and  supporting  infor¬ 
mation  for  regulation  during  the  period 
specified  herein  were  promptly  sub¬ 
mitted  to  the  Department  after  such 
meeting  was  held;  the  provisions  of  this 
section,  including  its  effective  time,  are 
identical  with  the  aforesaid  recommen¬ 
dation  of  the  committee,  and  informa¬ 
tion  concerning  such  provisions  and  ef¬ 
fective  time  has  been  disseminated 
among  handlers  of  such  limes;  it  is 
necessary,  in  order  to  effectuate  the  de¬ 
clared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  herein 
specified;  and  compliance  with  this  reg¬ 
ulation  will  not  require  any  special  prep¬ 
aration  on  the  part  of  persons  subject 
hereto  which  cannot  be  completed  on  or 
before  the  effective  date  hereof.  Such 
committee  meeting  was  held  on  June  14, 
1972. 

(b)  Order.  (1)  The  quantity  of  limes 
grown  in  Florida  which  may  be  handled 
during  the  period  June  18,  1972,  through 
Jime  24,  1972,  is  hereby  fixed  at  22,500 
bushels. 

(2)  As  used  in  this  section,  “handled” 
and  “limes”  have  the  same  meaning  as 
when  used  in  said  amended  marketing 
agreement  and  order,  and  “bushel” 
means  55  pounds  of  limes. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  June  16,  1972. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and 
Vegetable  Division.  Agricul¬ 
tural  Marketing  Service. 

[FR  Doc.72-0270  Filed  6-16-72;8:50  am] 


Chapter  XVIII — Farmers  Home  Ad¬ 
ministration,  Department  of  Agri¬ 
culture 

SUBCHAPTER  B — LOANS  AND  GRANTS 
PRIMARILY  FOR  REAL  ESTATE  PURPOSES 
[FHA  Ins.  442.1;  AL-870(442)  ] 

PART  1 823— ASSOCIATION  LOANS 
AND  GRANTS — COMMUNITY  FA- 
CiLITIES,  DEVELOPMENT,  CON¬ 
SERVATION,  UTILIZATION 

Loans  and  Grants  for  Community  Do¬ 
mestic  Water  and  Waste  Disposal 
Systems 

On  Wednesday,  March  1,  1972,  notice 
of  proposed  rule  making  was  published 
in  the  Federal  Register  (37  F.R.  4267) 
to  amend  7  CFTl,  Subpart  A  of  Part  1823 


to  outline  the  policies  and  authorizations 
and  set  forth  the  provisions  for  making 
and  processing  loans  and  grants  to  rural 
communities  and  other  associations  for 
central  domestic  water  and  waste  dis- 
FKisal  systems.  Interested  persons  were 
afforded  the  opportunity  to  participate 
in  the  rule  making  through  the  submis¬ 
sion  of  comments.  A  number  of  com¬ 
ments  were  received  and  due  considera¬ 
tion  has  been  given  to  all  material  pre¬ 
sented.  In  light  of  the  comments  and  sub¬ 
sequent  review  the  regulations  are  being 
published  and  a  number  or  revisions  and 
editorial  changes  have  been  made  prin¬ 
cipally  with  respect  to  developing 
community  water  and  waste  disposal 
facilities. 

The  comments  resulted  in  changes 
with  respect  to: 

1.  CHarification  of  who  shall  be  deemed 
eligible  to  perform  FHA  required  audits. 

2.  A  change  which  would  make  it  clear 
that  a  portion  of  bonds  proportionate  to 
FHA  investment  may  be  sold  to  FHA 
even  though  secured  by  revenue  of  the 
entire  system  where  FHA  is  financing 
serve  both  urban  and  rural  areas. 

3.  Adding  the  provision  that  revenue 
bonds  given  as  security  for  solid  waste 
projects  when  backed  by  the  full  faith 
and  credit  of  the  underlying  Govern¬ 
ments  will  be  acceptable. 

4.  Applicants  engaging  a  qualified  con¬ 
struction  inspector,  provided  the  inspec¬ 
tor  will  work  under  the  general  super¬ 
vision  of  the  Consulting  Engineer. 

5.  Editorial  changes.  In  accordance 
with  the  above,  the  regulations  as 
amended  will  appear  as  Subpart  A  of 
Part  1823,  Subchapter  B,  Loans  and 
Grants  Primarily  for  Real  Estate  Pur¬ 
poses,  and  are  hereby  adopted  effective 
on  the  date  of  their  publication  in  the 
F'ederal  Register  (6-17-72) . 

Subpart  A — Loans  and  Grants  for  Community 
Domestic  Water  and  Waste  Disposal  Systems 
Sec. 

1823.1  Oeneral. 

1823.2  Definitions. 

1823.3  Eligibility. 

1823.4  Determining  need  for  development 

grant. 

1823.5  Use  of  loan  and  grant  funds. 

1823.6  Loan  and  grant  limitations. 

1823.7  Obligations  Incurred  before  closing. 

1823.8  Security. 

1823.9  Loan  terms. 

1823.10  Reserves. 

1823.11  Insurance  and  bonding. 

1823.12  Coordination  with  Federal,  State, 

and  local  agencies. 

1823.13  Professional  services  and  contracts 

related  to  the  facility. 

1823.14  Facility  control. 

1823.15  Purchase  price  of  land  and  rights, 

existing  facilities,  and  machinery 
I  and  equipment. 

1823.16  Preparation  of  appraisal  reports. 

1823.17  Title  to  pledged  assets. 

1823.18  Title  to  unpledged  land  rights. 

1823.19  Affect  of  special  programs — regu¬ 

lations. 

1823.20  Applications. 

1823.21  County  Committee  recommenda¬ 

tions. 

1823.22  Dockets. 

1823.23  Review  and  approval. 

1823.24  State  Office  contr<As. 

1823.25  Preparation  for  1  oan  and  grant 

closing. 


REGISTER,  VOL.  37,  NO.  118— SATURDAY,  JUNE  17,  1972 


RULES  AND  REGULATIONS 


12037 


Sec. 

1823.26  Loan  and  grant  closing. 

1823.27  Actions  subsequent  to  loan  or  grant 

closing. 

1823.28  Applications  not  receiving  favorable 

consideration  and  loan  or  grant 
cancellation. 

1823.29  Planning  and  performing  develop¬ 

ment. 

1823.30  State  requirements,  forms,  guides, 

and  other  Issuances. 

1823.31  Management  assistance. 

1823.32  Loan  and  grant  approval  authority. 

1823.33  Loan  and  grant  servicing. 

1823.34  Subsequent  loans  and  grants. 

1823.36  Handling  preliminary  inquiries  for 

loan  and  grant  assistance  for 
water  and  sewer  projects.  (Stand¬ 
ard  Form  101) 

1823.36  Appendix  1  (referred  to  in  FHA 

offices  as  Exhibit  J),  Planning 
and  Developing  Community 
Water  and  Waste  Disposal  Faci¬ 
lities. 

1823.37  Technical  services. 

1823.38  Preplanning  conference. 

1823.39  Preliminary  engineering  reports. 

1823.40  Construction  bids  and  contract 

awards. 

1823.41  Preconstruction  conference. 

1823.42  Resident  Inspection. 

1823.43  Changes  in  development  plans. 

1823.44  Additional  Information. 

1823.46  Appendix  2  (referred  to  in  FHA 
offices  as  Exhibit  D),  Require¬ 
ments  for  Accounting  and  Finan¬ 
cial  Reporting  by  Community  Pro¬ 
grams  Borrowers. 

1823.46  Borrower  rei^^oiislblllties. 

1823.47  Accounts  and  records. 

1823.48  Management  reports. 

1823.49  Additional  reports. 

1823.60  Audits. 

1823.61  Financial  reports  for  organizations 

not  required  to  submit  an  audit 
report. 

1823.52  Minimum  chart  of  accounts  for 

water  and  waste  disposal  bor¬ 
rowers. 

1823.53  Appendix  3  (referred  to  in  FHA  offi¬ 

ces  as  Exhibit  C),  Information 
Pertaining  to  Preparation  of 
Notes  or  Bonds  and  Bond  Trans- 
scrip  Documents  for  Public  Body 
Applicants. 

1823.64  Bond  transcript  documents. 

1823.55  Interim  financing  from  commercial 
'  sources  during  construction 

period. 

1823.56  Permanent  instruments  for  FHA 

loans  to  repay  interim  commercial 
financing. 

1823.57  Multiple  advances  of  FHA  funds 

using  permanent  instruments. 

1823.58  Multiple  advances  of  FHA  funds 

using  temporary  debt  instru¬ 
ments. 

1823.59  Minimum  bond  specifications. 

1823.60  Notices  of  sale. 

1823.61  Bids. 

Authoritt:  The  provisions  of  this  Sub¬ 
part  A  issued  under  sec.  339,  75  Stat.  318, 
7  U.S.C.  1989;  Order  of  Act.  Sec.  of  Agr.,  36 
PJl.  21529;  Order  of  Asst.  Sec.  of  Agr.  for 
Rural  Development  and  Conservation,  36  F.R. 
21629. 

Subpart  A — Loans  and  Grants  for 
Community  Domestic  Water  and 
Waste  Disposal  Systems 
§  1823.1  General. 

This  subpart  is  supplemented  by  Parts 
1890,  1890g,  1890h,  1890p,  and  1890r  of 
this  chapter.  This  subpart  outlines  the 
policies  and  authorizations  and  sets  forth 


the  procedures  for  making  and  process¬ 
ing  insured  and  direct  loans  and  develop¬ 
ment  grants  to  rural  communities  and 
other  associations  of  farmers  and  rural 
residents  for  central  domestic  water  sys¬ 
tems  and  waste  disposal  systems. 

§  1823.2  Dofliiilion^. 

The  following  definitions  are  appli¬ 
cable  to  terms  used  in  this  subpart: 

(a)  Association.  The  term  "associa¬ 
tion”  includes  municipalities,  counties, 
other  political  subdivisions  of  a  State; 
districts,  public  authorities,  and  ^Jie  like 
often  referred  to  as  quasi-public  agen¬ 
cies;  and  cooperatives  and  corporations 
operated  on  a  nonprofit  basis,  which  have 
the  legal  powers  to  engage  in  the  activ¬ 
ities  authorized  in  this  subpart. 

(1)  An  existing  private  corporation 
even  though  organized  under  the  general 
profit  corporation  laws  may  come  within 
this  definition  if  it  actually  will  be 
operated  on  a  nonprofit  basis  under  such 
charter,  bylaws,  mortgage,  or  supple¬ 
mentary  agreement  provisions  as  may  be 
required  as  a  condition  of  loan  approval. 
Associations  just  being  formed  will  be  in¬ 
corporated  imder  appropriate  State 
nonprofit  or  cooperative  statutes,  unless 
State  statutes  do  not  provide  for  non¬ 
profit  corporations  or  cooperatives  suit¬ 
able  to  carry  out  the  purposes  of  the  loan 
or  grant. 

(2)  An  association  may  receive  assist¬ 
ance  for  more  than  one  of  the  major 
purposes  listed  in  this  subpart  when  it 
is  organized  with  the  necessary  powers 
conferred  by  State  law  to  engage  in 
multiple  purpose  activities. 

(b)  Farmer.  The  word  "farmer”  as 
used  herein  means  one  who  is  engaged 
in  the  production  of  agricultural  com¬ 
modities  (including  persons  engaged  in 
the  production  of  fish  under  controlled 
conditions) ,  ranchers,  farm  tenants,  and 
farm  laborers. 

(c)  Rural  resident.  The  term  “rural 
resident”  means  anyone  who  perma¬ 
nently  resides  in  a  rural  area. 

(d)  Rural  area.  The  term  "rural  area” 
means  open  country,  an  incorporated  or 
unincorporated  town,  village,  or  other 
place  which  does  not  include  any  city, 
town,  village,  or  the  like  which  has  a 
population  in  excess  of  5,500  peimianent 
inhabitants,  according  to  the  latest  re¬ 
liable  population  estimate. 

(e)  Direct  loan.  A  "direct  loan”  means 
a  loan  made  from  funds  in  the  Farmers 
Home  Administration  (FHA)  direct  loan 
account. 

(f)  Insured  loan.  The  term  “insured 
loan”  means  either: 

( 1 )  A  loan  made  from  funds  furnished 
by  a  lender  and  insured  by  the  Govern¬ 
ment  at  the  time  of  closing,  or 

(2)  A  loan  made  from  the  Agricultural 
Credit  Insurance  Fund  (also  referred  to 
as  ACIF),  to  be  sold  to  a  purchaser  and 
insured  by  the  Government  at  the  time 
of  sale  from  the  ACIF. 

(g)  Development  grant.  The  term 
"development  grant”  means  a  grant 
made  by  FHA  to  assist  in  financing  the 
development  cost  of  domestic  water  and 
waste  disposal  systems.  These  grants  are 


made  from  direct  appropriated  funds 
administered  by  FHA. 

(h)  Development  cost.  The  term  "de¬ 
velopment  cost”  means,  the  cost  of  con¬ 
struction  of  the  proposed  facility,  includ¬ 
ing  land  rights,  easements,  rights-of- 
way,  necessary  water  rights,  engineering 
fees,  legal  fees,  administrative  costs  in 
connection  with  construction  and  acqui¬ 
sition,  and  estimated  interest  during  the 
development  period  on  any  funds  bor¬ 
rowed  to  perform  such  development. 

(i)  Tax-exempt  public  body.  The  term 
“tax-exempt  public  body”  means  a  mu¬ 
nicipality,  [>olitical  subdivision,  public 
authority,  district,  or  similar  organiza¬ 
tion  issuing  obligations  on  which  the 
interest  income  is  exempt  from  Federal 
income  taxes. 

(j)  Typical  year.  The  term  “typical 
year”  as  used  in  this  subpart  means  a 
year  after  which  the  association  has 
completed  its  development  and  which  is 
anticipated  to  be  representative  of  the 
ordinary  or  normal  year  the  association 
may  expect.  The  number  of  users,  mem¬ 
bers,  or  participants  to  use  in  analyzing 
the  typical  year  operation  will  be  those 
who  reside  in  the  area  at  the  time  of  loan 
closing  and  can  reasonably  be  expected 
to  become  users  of  the  facility. 

(k)  EDA.  The  term  “EDA”  means  the 
Economic  Development  Administration, 
an  agency  of  the  Department  of 
Commerce. 

(l)  EDA  area.  The  term  "EDA  area” 
means  an  area  designated  by  the  EHDA 
as  a  “qualified  area”  imder  the  Public 
Works  and  Economic  Development  Act. 

(m)  Regional  Economic  Development 
Commission.  This  refers  to  the  Appa¬ 
lachian.  New  England,  Ozark,  Upper 
Great  Lakes,  Coastal  Plains,  Northern 
Great  Lakes  and  Four  Comers  Regional 
Development  Commissions. 

(n)  EPA.  The  term  “EPA”  refers  to 
the  Environmental  Protection  Agency. 
This  agency  now  handles  responsibilities 
formerly  administered  by  Federal  Water 
Quality  Administration  (PWQA)  and 
Federal  Water  Pollution  Control  Admin¬ 
istration  (FWPCA). 

(o)  Public  Law  660  Grant.  This  is  a 
grant  made  for  waste  treatment  facilities 
by  the  EPA  pursuant  to  Public  Law 
84-660,  as  amended  by  Public  Laws  87- 
88,  89-234,  and  89-753  and  administered 
by  the  State  Pollution  Control  Agency. 

(p)  State  Pollution  Control  Agency. 
This  term  refers  to  the  State  agency 
which  is  responsible  for  administering 
Public  Law  660  funds  within  the  State. 

(q)  Waste  treatment  facility.  This 
term  is  limited  to  that  portion  of  the 
interceptor  beyond  the  point  where  the 
last  raw  sewage  lateral  joins  the  inter¬ 
ceptor  line  to  the  treatment  plant,  the 
sewerage  treatment  plant,  and  the  out¬ 
fall  lines. 

§  1823.3  Eligibiliiy. 

To  be  eligible  for  financial  assistance, 
an  association  must: 

(a)  Propose  central  domestic  water  or 
waste  disposal  facilities  which  will  be: 

(1)  Primarily  used  by,  or  which  will 
generate  substantial,  tangible  benefits 
primarily  for  farmers  and  other  rural 
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residents.  In  the  case  of  a  private  corpo¬ 
ration  the  use  or  benefit  test  is  applied 
to  members  of  the  corporation.  In  the 
case  of  a  public  body,  the  use  of  benefit 
test  is  applied  to  the  permanent  residents 
within  its  boundaries  or  within  the 
boundaries  of  the  rural  area  to  be  served 
by  the  proposed  facility.  (An  example  of 
substantial,  tangible  benefits  other  than 
direct  use  of  facilities;  A  rural  commu¬ 
nity  may  need  assistance  to  extend  a 
water  system  to  serve  existing  or  com¬ 
mitted  industrial  or  commercial  users 
whose  operation  will  result  in  a  substan¬ 
tial  amount  of  employment  for  the  local 
rural  residents.)  Membership  of  associa¬ 
tions  providing  community  facilities 
should  be  broadly  based  and  representa¬ 
tive  of  the  commimity  benefiting  from 
the  facility. 

(2)  Located  in  a  rural  area  and  serve 
farmers  and  rural  residents  living  in 
the  area.  The  facility  will  be  controlled 
by  farmers  and  rural  residents,  except 
that  if  the  applicant  is  a  public  body  and 
the  State  Director  finds  that  control  by 
the  farmers  and  rural  residents  is  not 
feasible,  the  control  may  be  exercised 
by  the  public  body  when  the  State  Direc¬ 
tor  determines  that  it  can  adequately 
represent  the  interests  of  the  rural  people 
to  be  served.  In  those  cases  w'here  a  proj¬ 
ect  will  serve  both  urban  or  urbanizing 
and  rural  areas,  PHA  may  finance  that 
portion  of  the  facility  serving  the  rural 
area  provided  that  PHA  w'ill  have  a  valid 
security  interest  in  the  revenues  from 
or  tax  obligations  of  the  borrower  attrib¬ 
utable  or  in  an  amount  proportionate 
to  that  portion  financed  by  PHA.  The 
dockets  for  all  projects  serving  both 
urban  and  rural  areas  will  be  submitted 
to  the  National  OflBce  for  review  prior  to 
loan  or  grsmt  approval. 

(b)  Propose  a  facility  which  will  not 
duplicate  or  compete  with  existing  or 
planned  private  or  public  facilities.  In 
any  case  where  there  is  a  question  as  to 
whether  the  facility  will  duplicate  or 
compete  with  existing  or  planned  public 
or  private  facilities,  complete  informa¬ 
tion  on  the  degree  of  duplication  or  com¬ 
petition  w’ill  be  forwarded  to  the  National 
OflSce  for  consideration  before  the  proj¬ 
ect  summary  is  prepared.  Submissions 
will  Include  written  statements  from 
local  leaders  and  from  owners  of  existing 
or  planned  private  facilities  and  such 
statements  should  explain  their  attitude 
toward  the  proposed  facility.  In  any  in¬ 
stance  w'here  two  or  more  applications 
for  projects  that  would  serve  substan¬ 
tially  the  same  group  of  residents  w'ithin 
a  single  rural  area  are  received  and  one 
of  the  applications  is  submitted  by  a  vil¬ 
lage,  town,  county,  or  other  unit  of  local 
government,  assistance  will  be  provided 
through  the  unit  of  local  government 
unless  prior  approval  of  the  National  Of¬ 
fice  is  obtained. 

(c)  Be  without  sufficient  funds  to 
carry  out  the  purposes  for  which  the  loan 
or  grant  is  requested  and  be  unable  to 
obtain  adequate  credit  from  other 
sources  on  reasonable  rates  and  terms. 
In  considering  the  availability  of  credit 
through  general  obligation  bonds,  it  is 


not  intended  that  a  commimity  be  re¬ 
quired  to  exhaust  all  of  its  taxing  au¬ 
thority  to  meet  this  requirement  when 
such  remaining  authority  is  limited  and 
is  likely  to  be  needed  to  finance  facili¬ 
ties  which  cannot  be  financed  through 
revenue  bonds  or  other  means.  In  order 
to  establish  that  sufficient  funds  at  rea¬ 
sonable  rates  and  terms,  as  evidenced  by 
a  predetermined  reasonable  annual  debt 
service  cost,  are  not  otherwise  available 
to  tax-exempt  public  bodies,  all  such  ap¬ 
plicants  for  either  direct  or  insured  loans 
in  excess  of  $50,000  will  be  required  to 
advertise  on  the  open  market  for  a  lender 
(on  a  non-FHA-msured  basis)  before 
FHA  makes  either  a  loan  or  grant  or  in¬ 
sures  a  loan.  If  the  applicant  does  not  re¬ 
ceive  an  offer  from  other  sources  to  pur¬ 
chase  all  of  its  bonds  at  reasonable  rates 
and  terms,  FHA  will  proceed  to  make  the 
loan  provided  it  is  otherwise  sound  and 
proper. 

(d)  Have  the  legal  authority  neces¬ 
sary  for  constructing,  operating,  and 
maintaining  the  proposed  facility  or 
service  and  for  obtaining,  giving  security 
for,  and  repaying  the  proposed  loan. 

(e)  Propose  a  system  which  will  be 
designed  and  instsdled  to  serve  the  entire 
service  area  with  service  to  be  provided 
to  anyone  within  the  service  area  who 
desires  to  be  served  insofar  as  is  eco¬ 
nomically  feasible.  No  user  or  area  will 
be  denied  service  because  of  race,  color, 
creed,  or  national  origin. 

(1)  Systems  serving  incorporated  mu¬ 
nicipalities  and  similar  entities  will  be 
installed  so  as  to  afford  service  to  all 
users  living  within  the  corporate  limits 
plus  adjacent  built-up  areas  which  logi¬ 
cally  should  be  served  by  the  central  sys¬ 
tem  unless  State  or  local  law  precludes 
service  outside  the  corporate  limits  'or 
prior  exception  is  granted  by  the  Na¬ 
tional  Office. 

(2)  Systems  serving  open  country  will 
be  installed  so  as  to  serve  all  users  re¬ 
questing  service  insofar  as  economically 
feasible. 

(3)  In  no  case  will  boundaries  for  the 
proposed  service  area  be  chosen  in  such 
a  way  that  any  user  or  area  will  be  ex¬ 
cluded  because  of  race,  color,  creed,  or 
national  origin. 

(4)  The  requirements  of  subpara¬ 
graphs  (1),  (2),  and  (3)  of  th^s  para¬ 
graph  do  not  preclude  the  financing  of: 

(i)  Projects  by  phases  when  it  is  not 
practical  to  finance  the  entire  project  at 
one  time,  and 

(ii)  Projects  for  municipalities  where 
it  is  not  economically  feasible  to  serve  the 
entire  area  provided  economic  feasibility 
is  determined  on  the  basis  of  the  entire 
system,  not  by  considering  the  costs  of 
separate  extensions  to  or  parts  thereof; 
the  applicant  must  have  and  publicly  an- 
noimce  a  plan  for  extending  service  to 
areas  not  initially  receiving  service  from 
the  system;  and  those  families  living  in 
the  areas  not  to  be  initially  served  must 
receive  written  notice  from  the  appli¬ 
cant  that  service  will  not  be  provided 
until  such  time  as  it  is  economically 
feasible  to  do  so. 

(Ui)  Extensions  to  serve  industrial 
areas  when  service  is  msMle  available  to 


users  located  in  the  service  area  of  the 
extension. 

(5)  The  applicant  will  be  required  to 
notify  each  potential  user  of  the  avail¬ 
ability  of  the  service. 

(i)  If  a  mandatory  hookup  ordinance 
will  be  adopted,  the  required  note  or 
bond  advertisement  will  be  considered 
adequate  notification,  except  in  those 
cases  being  processed  under  subdivision 
(ii)  of  subparagraph  (4)  of  this  para¬ 
graph. 

(ii)  When  any  portion  of  the  income 
will  be  derived  from  user  fees  and  a 
mandatory  hookup  ordinance  will  not  be 
adopted,  each  potential  user  will  be  af¬ 
forded  an  opportunity  to  request  service 
by  signing  a  Users  Agreement.  Forms  are 
available  in  all  FHA  offices  to  expedite 
this  service  as  well  as  forms  for  those 
declining  such  service.  The  applicant  will 
prepare  a  map  showing  each  potential 
user  surveyed,  and  the  results  of  the  sur¬ 
vey.  Also,  a  list  should  be  maintained  of 
those  who  decline  service. 

§  1823.4  Dptorniining  nepd  for  develop¬ 
ment  grunt. 

(a)  In  order  that  beneficial  use  of 
development  grant  funds  may  be  made,  a 
development  grant  will  not  be  considered 
in  docket  preparation  until  the  State 
Director  has  made  a  preliminary  deter¬ 
mination  regarding  the  grant  request. 
Such  determination  will  be  based  on  a 
review  of  the  preliminary  engineering  re¬ 
port,  a  draft  of  the  proposed  budget, 
facts  concerning  income  levels  in  the 
applicant  community,  emergency,  health, 
economic,  and  other  factors,  and  a  com¬ 
parison  of  proposed  user  charges  with 
user  charges  of  established  systems  of 
similar  size  and  cost  and  ratio  of  resi¬ 
dential  users  serving  commimities  of 
similar  economic  circumstances. 

(b)  Development  grants  may  be  made 
to  eligible  associations  to  assist  in  financ¬ 
ing  specific  projects  for  development, 
storage,  treatment,  purification,  and  dis¬ 
tribution  of  domestic  water,  and  the  col¬ 
lection,  treatipent,  or  disposal  of  waste 
in  rural  areas  where  such  grants  are 
necessary  to  reduce  average  annual  user 
charges  to  a  reasonable  level.  Grants  may 
be  made  to  supplement  funds  provided 
by  private  sources  or  in  connection  with 
FHA  loans  for  development. 

(c)  Grants  may  be  made  only  when 
the  cost  of  the  proposed  development 
would  result  in  the  user  charges  being 
excessive  to  the  average  residential  user, 
and  by  the  use  of  grant  funds  to  reduce 
the  amount  of  the  applicant’s  share  of 
the  total  project  cost,  the  user  charges 
would  be  lowered  to  a  reasonable  level. 
The  following  will  be  determined  and 
considered  in  establishing  a  reasonable 
level  and  the  amount  of  the  development 
grant: 

(1)  The  amount  of  the  average  an¬ 
nual  residential  user  cost.  Including  reve¬ 
nues  from  periodic  charges,  taxes,  and 
assessments,  without  taking  into  consid¬ 
eration  any  FHA  grant. 

(2)  The  amoimt  of  average  annual  res¬ 
idential  user  cost,  including  periodic 
charges,  taxes  and  assessments,  levied  in 
connection  with  established  systems  of 
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similar  size  and  costs  and  percentage 
of  residential  users  in  communities  of 
similar  economic  conditions. 

(3)  The  difference  between  the  cost 
found  in  subparagraphs  (1)  and  (2)  of 
this  paragraph.  If  the  average  annual 
residential  user  cost  as  determined  in 
subparagraph  (1)  of  this  paragraph  sig¬ 
nificantly  exceeds  that  as  determined 
in  subparagraph  (2)  of  this  paragraph, 
consideration  may  be  given  to  a  develop¬ 
ment  grant. 

(4)  Income  levels  in  the  community 
and  emergency,  health,  economic,  and 
other  factors. 

§  1823.5  Use  of  loan  and  grant  fund!*. 

Funds  may  be  used  in  accordance  with 
the  following: 

(a)  Loan  and  development  grant 
funds.  Loan  funds  may  be  used  for  all 
of  the  following  purposes.  Development 
grant  fimds  may  be  used  only  for  the 
following  purposes  which  represent  a 
part  of  the  development  cost,  except 
interest. 

(1)  Domestic  water  and  waste  dis¬ 
posal  facilities.  Install  and  Improve  cen¬ 
tral  community  domestic  water  and 
waste  disposal  facilities  including: 

(1)  Facilities  for  the  development, 
storage,  treatment,  purification,  and  dis¬ 
tribution  of  water. 

(ii)  Sanitary  sewer  facilities  including 
collection  lines,  treatment  plants,  out¬ 
fall  lines,  disposal  fields,  and  stabiliza¬ 
tion  ponds. 

(iii)  Storm  sewers  for  the  collection 
and  disposal  of  surface  drainage. 

(iv)  Solid  waste  disposal  projects  in¬ 
cluding  facilities  for  the  collection,  treat¬ 
ment,  or  disposal  of  human,  animal, 
agricultured,  and  other  wastes.  Items 
such  as  garbage  trucks  and  equipment, 
sanitary  landfills,  and  incinerators  are 
included.  State  Directors  are  authorized 
to  use  up  to  ten  (10)  percent  of  their 
annual  allocation  of  loan  and  grant 
funds  for  solid  waste  projects  without 
such  projects  being  includ^  in  process¬ 
ing  schedules,  but  funds  to  be  used  for 
such  projects  must  be  considered  in 
preparation  of  the  processing  schedule. 
Grants  for  solid  waste  projects  may  be 
used  without  regard  to  the  reasonable 
user  cost  test  required  by  S  1823.4(c). 
Such  grants  may  not  exceed  20  percent 
of  the  eligible  portions  of  the  total  de¬ 
velopment  cost  unless  otherwise  author¬ 
ized  by  National  OfiSce  memorandum. 
State  Directors  may  recommend  higher 
percentage  ceilings  than  those  set  out 
above  for  their  States  by  memorandum. 
All  loans  and  grants  for  solid  waste  proj¬ 
ects  will  be  made  to  public  bodies  unless 
specific  prior  National  OflBce  approval  is 
obtained. 

(2)  Individual  facilities.  Provide  serv¬ 
ice  through  individual  facilities  tor  users 
who  normally  would  be  (xmsidered  to  be 
within  the  central  system  service  area  but 
who  live  beyond  the  physical  or  economic 
limits  of  the  central  system,  when  the 
association  determines  it  is  more  feasible 
to  provide  such  service  through  individ¬ 
ual  facilities.  In  making  its  determina¬ 
tion,  the  association  will  ccMudder  such 
items  as:  Adequacy  and  permanency  of 


the  individual  user  facility;  cost  of  the 
Individual  facility  as  compared  with  the 
cost  per  user  on  the  central  system; 
health  and  pollution  problems  attribut¬ 
able  to  individual  facilities;  and  the 
various  tsrpes  of  users. 

(i)  Agreements  between  the  associa¬ 
tion  and  individuals  for  the  installation 
and  payment  for  individual  facilities  and 
their  operation  wUl  be  subject  to  ai^rov- 
al  by  FHA.  A  form  suggested  for  this 
purpose  and  which  may  be  used  as  a 
guide  for  the  preparation  of  such  agree¬ 
ments  is  available  in  all  FHA  ofiBces. 

(ii)  Notes  representing  indebtedness 
owed  an  association  by  a  user  for  an  in¬ 
dividual  facility  will  be  scheduled  for  re¬ 
payment  over  a  period  not  to  exceed  the 
useful  life  of  the  facility.  The  interest 
rate  will  be  the  same  as  the  rate  owed  by 
the  association  on  its  FHA  loan.  Such 
notes  will  be  assigned  to  the  FHA  as 
security. 

(iii)  Associations  providing  service 
through  individual  facilities  will  obtain 
such  security  as  the  State  Director  deter¬ 
mines  is  necessary  to  Insure  collection  of 
any  sxun  the  individual  is  obligated  to  re¬ 
pay  the  association. 

(3)  Acquire  land  and  rights.  Ac¬ 
quiring  land,  interests  in  land,  and  rights 
such  as  water  rights,  leases,  permits, 
rights-of-way,  and  other  evidence  of 
land  or  water  control  which  are  neces¬ 
sary  to  development  of  the  facility. 

(4)  Buildings,  fences,  secondary  facil¬ 
ities,  and  relocation,  (i)  Construct  build¬ 
ings  of  modest  design,  size,  and  cost, 
and  fences  essential  to  the  successful  op¬ 
eration  or  protection  of  authorized  facil¬ 
ities  and  to  provide  storage  for  tools  and 
supplies  needed  to  operate  the  facility, 
and  secondary  facilities  such  as  gas  or 
electric  service  lines  to  convey  fuel  or 
energy  for,  or  utilities  for,  primary  facil¬ 
ities. 

(ii)  Relocate  roads,  bridges,  utilities, 
fences,  and  other  pubilc  or  private  im¬ 
provements. 

(5)  Services  and  fees.  Pay  costs  inci¬ 
dental  to  establishment  of  such  facili¬ 
ties  or  for  services  necessary  in  accom¬ 
plishing  any  of  the  above  purposes, 
including,  but  not  limited  to: 

(i)  Pa^ng  fees  or  other  legal  expenses 
of  establishing  a  water  right  through  ap¬ 
propriation,  agreement,  permit,  or  court 
decree. 

(ii)  Paying  for  other  services  neces¬ 
sary  in  obtaining  the  loan  or  grant,  and 
in  planning  and  completing  the  facilities 
to  be  financed. 

(iii)  Acquiring  a  water  supply  by  the 
purchase  of  water  stock  or  membership 
in  a  water  users  associatlcm. 

(b)  Loan  funds.  Funds  may  be  used 
for: 

(1)  Paving /nf crest.  Funds  may  be  in¬ 
cluded  in  loans  in  an  amount  necessary 
to  pay  interest  installments  when  such 
installments  cannot  be  deferred  as  au¬ 
thorized  by  §  1823.9(c)  until  such  time  as 
the  facility  is  generating  sufficient  reve¬ 
nue  to  be  self-supporting  in  accordance 
with  the  following: 

(1)  Amount.  The  amount  of  such  funds 
will  not  exceed  the  amount  of  interest 


which  will  accrue  on  the  loan  from  the 
estimated  date  of  loan  closing  to  a  date 
not  beyond  the  end  of  the  third  full 
calendar  year  after  the  estimated  loan 
closing  date,  and  such  interest  may  be 
paid  with  loan  funds  only  when  revenues 
or  tax  receipts  will  not  be  sufficient  or 
collectible  in  time  to  pay  such  accrued 
interest.  However,  the  State  Director  may 
authorize  the  use  of  loan  fimds  to  pay 
interest  for  a  longer  i>eriod  with  prior 
approval  of  the  National  Office. 

(ii)  Direct  loans.  Funds  will  not  be  ad¬ 
vanced  to  pay  interest  unless  State 
statutes  preclude  the  deferment  of  in¬ 
terest  payments  or  unless  the  bonds  are 
requir^  to  be  offered  for  public  sale  in 
accordance  with  1  1823.3(c).  This  re¬ 
quirement  does  not  preclude  the  transfer 
of  loan  funds  remaining  after  construc¬ 
tion  is  completed  from  the  ccmstruction 
account  to  the  debt  service  account  if 
such  transfer  is  required  by  the  bond 
ordinance  or  resolution. 

(2)  Purchase  existing  facilities.  Loan 
fimds  may  be  used  only  when  it  is  deter¬ 
mined  that  the  purchase  is  necessary  to 
provide  efficient  service  through  an  as¬ 
sociation  owned  and  operated  facility,  or 
the  present  owner  is  either  unwilling  or 
unable  to  make  improvements,  enlarge¬ 
ments,  or  extensions  needed. 

(3)  Refinancing.  Loan  funds  may  be 
used  for  refinancing  debts  incurred  by  or 
on  behalf  of  an  association  prior  to  an 
application  for  a  loan  when  all  of  the 
following  conditions  exist: 

(i)  The  debts  were  incurred  for  the 
facility  or  part  thereof  or  service  to  be 
installed  or  improved  with  the  loan. 

(ii)  Arrangements  cannot  be  made 
with  the  creditors  to  extend  or  modify 
the  terms  of  the  debt  so  that  a  sound 
basis  will  exist  for  making  a  loan. 

(iii)  The  prior  approval  of  the  Na¬ 
tional  Office  has  been  obtained  when  it  is 
proposed  that  the  amount  to  be  advanced 
for  refinancing  will  exceed  50  percent  of 
the  total  loan. 

(4)  Initial  operating  expenses.  Loan 
funds  may  be  used  to  pay  initial  operat¬ 
ing  expenses  that  will  be  incurred  before 
any  or  sufficient  revenue  is  realized  from 
the  system  or  from  taxes  or  assessments 
when  the  association  is  unable  to  pay 
such  expenses  from  contributions  or 
other  sources,  or  due  to  unforeseen  con¬ 
struction  delays,  it  is  determined  that 
such  purpose  should  be  permitted  to  pro¬ 
tect  FHA  security,  and  the  State  Director 
has  approved  such  action  in  advance.  No 
such  expenses  may  be  allowed  for  a  pe¬ 
riod  of  more  than  1  year.  Ordinarily,  it  is 
expected  that  such  expenses  will  be  paid 
from  cash  contributions,  membership 
fees,  dues,  assessments,  or  taxes. 

(5)  Equipment  (including  office  equip¬ 
ment)  .  Loan  funds  may  be  used  to  pur¬ 
chase  or  rent  equipment  to  Install,  or  to 
purchase  equipment  to  maintain  facil¬ 
ities  which  may  be  installed  or  improved 
in  accordance  with  this  subpart,  when  it 
is  not  practical  for  the  £^li(»uit  to  pur¬ 
chase  such  equipment  with  contributions 
or  funds  otherwise  available,  provided 
such  equipment  is  not  otherwise  available 
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when  and  as  needed,  and  there  is  suffi¬ 
cient  need  to  justify  ownership  or  rental. 
It  is  expected  that  borrowers  ordinarily 
\\ill  purchase  such  equipment  from  their 
cash  on  hand  or  cash  contributions. 

§  1 823.6  Loan  and  grunt  limilutiuns. 

(a)  Loans  and  grants.  Neither  loan 
nor  grant  funds  may  be  used  to: 

(1)  Pay  for  the  construction  of  any 
new  combined  storm  and  sanitary  sewer 
facilities. 

(2)  Pay  any  annually  recurring  costs 
that  are  generally  considered  to  be  op¬ 
eration  and  maintenance  expenses.  This 
does  not  preclude  the  use  of  loan  funds 
for  the  purposes  named  in  §  1823.5 
(b)f4). 

(3)  Construct  or  repair  electric  gener¬ 
ating  plants,  electric  transmission  lines, 
or  gas  distribution  lines  to  provide  seiw- 
ices  for  commercial  sale. 

(4)  Purchase  firetnicks,  hoses,  and 
other  firefighting  equipment  or  construct 
housing  for  such  equipment. 

(5)  Pay  rental  for  the  use  of  equip¬ 
ment  or  machinery  owned  by  the 
association. 

(6)  Pay  for  sales  rooms  and  other 
purposes  not  directly  related  to  opera¬ 
tion  and  maintenance  of  the  facility 
being  installed  or  improved. 

(b)  Grants.  Development  grant  funds 
will  not  be  used  to: 

(1)  Finance  any  part  of  the  develop¬ 
ment  cost  of  any  project  unless  the  ap¬ 
proval  office  determines  that  the  project 
will  serve  a  rural  area  wdiich  is  not  likely 
to  decline  in  population  below  that  for 
which  the  facility  is  designed. 

(2)  Purchase  existing  systems. 

(3)  Refinance  existing  indebtedness. 

(4)  Pay  any  portion  of  the  cost  of  a 
facility  in  cases  where  the  annual  re¬ 
serve  based  on  a  typical  year  exceeds 
one-tenth  of  the  average  annual  debt 
service  requirement  unless  State  regula¬ 
tory  agencies  require  a  larger  reserve  or 
w'here  operation  and  maintenance  costs 
are  unrealistic. 

(5)  Pay  interest. 

(c)  Amount — (1)  Loans.  No  associa¬ 
tion  loan  may  be  made  or  insm-ed  which 
will  cause  any  association’s  total  impaid 
PHA  principal  indebtedness  for  associa¬ 
tion  loans  (including  prior  Soil  and 
Water  (SW)  and  Water  Facilities  (WF) 
loans)  together  with  any  FHA  develop¬ 
ment  grant  to  exceed  $4  million. 

(2)  Grants,  (i)  An  FHA  development 
grant  may  not  be  made  in  excess  of  50 
percent  of  the  eligible  development  cost. 
However,  for  sew’age  treatment  facilities 
but  not  sewage  collection,  the  following 
requirements  will  apply: 

(a)  Eligible  costs  are  limited  to  those 
for  which  EPA  grants  may  be  made  in¬ 
cluding  the  treatment  plant,  necessary 
interceptor  lines,  outfall  lines,  and  re¬ 
lated  facility  costs  such  as  engineering 
and  legal  fees.  Costs  of  land  or  rights  in 
land  are  not  eligible. 

(b)  The  total  of  the  FHA  grant  plus 
the  grant  of  any  other  Federal  agency 
will  not  exceed  30  percent  of  the  eligible 
development  cost  except: 

(f )  If  a  State  has  agiced  with  EPA  to 
pay  30  percent  of  the  costs  of  all  projects 
for  which  EPA  grants  may  be  made,  then 


the  total  Federal  grants  may  not  be  more 
than  40  percent;  or 

(2)  If  a  State  has  agreed  with  EPA  to 
pay  25  percent  of  the  costs  of  all  projects 
for  which  EPA  grants  may  be  made  and 
has  established  enforceable  water  quality 
standards  for  the  waters  into  which  the 
project  discharges  In  acordance  with 
section  10(c)  of  the  Federal  Water  Pol¬ 
lution  Control  Act,  then  the  total  Federal 
grant  may  not  be  more  than  50  percent; 
or 

(3)  If  the  area  is  designated  as  "quali¬ 
fied  areas”  under  the  Public  Works  and 
Economic  Development  Act  of  1965  (EDA 
area) ,  then  the  total  Federal  grant  may 
not  be  more  than  50  percent. 

(ii)  If  any  other  Federal  grants  are 
made  in  connection  with  the  proposed 
project,  the  amount  of  any  FHA  grant 
plus  the  amount  of  other  Federal  grants 
may  not  exceed  50  percent,  or  the  ap¬ 
plicable  percentage  for  sewage  treat¬ 
ment  facilities,  of  the  development  cost 
of  the  project  unless  such  other  Federal 
grants  are  being  made  by  the  Depart¬ 
ment  of  Defense,  EDA,  or  a  Regional 
Economic  Development  Commission. 

(iii)  Facilities  previously  installed  will 
not  be  considered  in  determining  the  de¬ 
velopment  costs.  The  amount  of  any 
FHA  advance  for  planning  previously 
made  may  be  included  in  the  develop¬ 
ment  cost. 

(iv)  In  those  cases  where  States  have 
grant  funds  (not  Public  Law  660  funds), 
use  of  such  funds  ordinarily  will  be  con¬ 
sidered  before  using  FHA  grant  funds. 
However,  such  funds  need  not  be  consid¬ 
ered  in  computing  the  grant  percentages 
for  Federal  grant  determinations. 

§  1823.7  Ohligaliuns*  inciirrcil  bffurc 
rioting. 

When  an  applicant  files  an  application 
for  assistance,  the  Coimty  Supervisor 
will  advise  the  applicant  that  construc¬ 
tion  work  must  not  be  started  and  obli¬ 
gations  for  such  work  or  materials  and 
obligations  for  other  purposes  must  not 
be  incurred  before  the  loan  or  grant  is 
closed.  If  the  applicant  nevertheless 
wishes  to  proceed  before  closing  because 
of  emergency  conditions,  it  may  request 
permission  from  the  State  Director  to 
pay  such  obligations  if  a  loan  or  grant  is 
made. 

(a)  Upon  receipt  of  such  a  request  the 
State  Director  will  determine  whether: 

(1)  A  necessity  exists  for  inciuring 
obligations  before  loan  or  grant  closing. 

(2)  The  obligations  will  be  incurred 
for  authorized  loan  or  grant  purposes. 

(3)  Contract  documents  have  been 
approved  by  FHA. 

(4)  The  association  has  the  legal  au¬ 
thority  to  incur  the  obligations  at  the 
time  proposed. 

(5)  Payment  of  the  debts  will  remove 
any  basis  for  any  mechanic’s,  material- 
men’s,  or  other  liens  that  may  attach  to 
the  security  property. 

(b)  If  the  State  Director  finds  that  all 
the  conditions  under  this  subpart  are 
met,  he  may  give  the  applicant  written 
peimission  for  the  payment  of  such  ob¬ 
ligations  from  loan  or  grant  funds  if  a 
loan  or  grant  is  closed.  His  letter  will 
specifically  state  that  the  permission 


granted  is  on  the  condition  that  the  FHA 
is  not  committed  to  make  a  loan  or  grant 
and  assumes  no  responsibility  for  any  ob¬ 
ligation  incurred  by  the  applicant  be¬ 
cause  of  the  permission  granted,  and 
that  the  applicant  must  subsequently 
meet  all  FHA  requirements  for  the  loan 
or  grant. 

§  1823.8  Security. 

All  loans  to  associations  will  be  secured 
in  a  manner  w'hich  will  adequately  pro¬ 
tect  the  interest  of  the  FHA  during  the 
payment  period  of  the  loan.  Loans  will  be 
secured  in  accordance  with  the 
following: 

(a)  Loans  to  other  than  public  bodies. 
(1)  A  lien  will  be  taken  on  the  interest 
of  the  applicant  in  all  land,  easements, 
rights-of-w'ay,  water  rights,  and  similar 
property  rights,  used,  or  to  be  used  in 
connection  with  the  facility  whether 
owned  at  the  time  the  loan  is  approved 
or  acquired  with  loan  funds.  In  unusual 
circumstances  where  it  is  not  feasible  to 
obtain  a  lien  on  such  land  rights  (such 
as  land  rights  obtained  from  Federal  or 
local  government  agencies  and  from  rail¬ 
roads)  and  the  State  Director  determines 
that  the  interest  of  the  FHA  otherwise 
is  secured  adequately,  the  lien  require¬ 
ment  may  be  omitted  as  to  such  land 
rights.  In  those  instances  where  such 
property  rights  have  not  been  legally 
perfected,  it  will  be  the  responsibility  of 
the  applicant  to  obtain  and  record  such 
releases,  consents,  subordinations  to 
such  property  rights  from  holders  of 
outstanding  liens,  or  other  instnunents, 
as  it  determines,  with  the  advice  of  its 
attorney,  that  are  necessary  for  the  con¬ 
struction,  operation,  and  maintenance  of 
the  facility.  When  easements  only  are 
obtainable  on  sites  for  structures  such  as 
reservoirs  and  pumping  stations,  re¬ 
lease,  consents,  or  subordinations  may  be 
required  by  the  FHA.  The  mortgage  will 
provide  for  the  applicant  to  pay  from 
its  own  funds  for  any  excess  installa¬ 
tion  costs  resulting  from  a  failure  to  ob¬ 
tain  adequate  land,  rights-of-way,  or 
subordinations. 

(2)  Where  the  loan  is  approved  for 
the  acquisition  of  real  property  subject 
to  an  outstanding  lien  indebtedness,  the 
next  highest  priority  lien  obtainable  will 
be  taken. 

(3)  No  lien  will  be  taken  on  the  per¬ 
sonal  property  owned  at  the  time  of  loan 
approval  or  acquired  with  loan  funds  or 
otherwise,  except  when  it  is  deemed  nec¬ 
essary  to  take  a  lien  on  such  personal 
property  to  provide  adequate  security 
for  FHA. 

(4)  Assignments  of  association  income 
will  be  taken  and  perfected  by  filing,  if 
legally  permissible. 

(5)  Promissory  notes,  stock  or  mem¬ 
bership  subscription  agreements,  indi¬ 
vidual  member’s  liability  agreements,  or 
other  evidences  of  debt,  as  well  as  mort¬ 
gages  or  other  security  instruments  en¬ 
cumbering  the  private  property  of  mem¬ 
bers  of  the  association  may  be  pledged 
or  assigned  to  the  FHA  as  additional  se¬ 
curity  in  any  case  in  which  the  interest 
of  the  FHA  will  not  be  otherwise  ade¬ 
quately  protected. 
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(b)  Loans  to  public  bodies.  State  stat¬ 
utes  generally  provide  detailed  require¬ 
ments  for  evidencing  and  securing  loans 
to  municipalities,  districts,  and  other 
public  bodies.  Loans  to  such  associations 
will  be  evidenced  by  notes,  bonds,  war¬ 
rants,  or  other  contractual  obligations 
as  may  be  authorized  by  relevant  State 
statutes  and  by  association  documents, 
resolutions,  and  ordinances.  State  stat¬ 
utes  also  generally  specify  the  security 
that  may  be  given  by  the  applicant.  This 
secxirity  may  be  one  or  more  of  the 
following: 

(1)  Pledges  of  revenues  to  be  derived 
from  operation  of  the  association’s 
facilities. 

(2)  Pledges  of  taxes  or  assessments. 

(3)  Liens  on  real  and  personal  prop¬ 
erty  where  such  liens  are  permitted  by 
State  law. 

(4)  The  full  faith  and  credit  of  the 
borrower  where  the  debt  is  evidenced  by 
general  obligation  bonds. 

(5)  Loans  for  solid  waste  projects  will 
be  evidenced  and  secured  as  are  loans 
for  water  and  sewer  facilities,  except  as 
to  revenue  bonds.  Revenue  bonds  may 
be  used  only  where  the  revenues  pledged 
include  those  from  the  solid  waste  proj¬ 
ect  plus  revenues  from  other  facilities  of 
the  applicant  with  tie-in  enforcement 
rights,  or  are  secured  by  the  taxing 
power  of  participating  local  governments. 

§  1823.9  Loan  terniR. 

(a)  Repayment  period.  (1)  Each  loan 
will  be  scheduled  for  repayment  over  a 
period  not  to  exceed  40  years  from  the 
date  of  the  note(s)  or  bond(s).  In  addi¬ 
tion,  no  repayment  period  will  exceed 
any  statutory  limitation  on  an  associa¬ 
tion’s  borrowing  authority,  nor  will  it 
exceed  the  useful  life  of  the  facility  to 
be  financed. 

(2)  Repayments  will  be  scheduled  an¬ 
nually  beginning  with  January  1  follow¬ 
ing  the  date  of  loan  closing  or  on  the 
first  January  1  following  the  end  of  any 
approved  deferment  period  unless  an 
Office.  In  those  cases  where  loans  are 
required  by  State  statute  or  upon  prior 
written  authorization  of  the  National 
Office.  In  those  cases  where  loans  are 
being  made  under  statutes  requiring  a 
repayment  date  other  than  January  1, 
this  State  Director  will  forward  to  the 
Finance  Office  a  copy  of  the  Office  of  the 
General  Coimsers  (OOC)  opinion  that 
the  date  of  other  than  January  1  is 
required. 

(b)  Repayment  schedules.  (1)  In  cases 
where  the  pasmient  of  interest  has  been 
deferred,  all  collections  will  be  applied 
to  interest  xmtil  such  interest  has  been 
paid  when  due,  the  pa3mient  made  will  be 
applied  first  to  accrued  interest. 

(2)  In  those  cases  where  the  indebted¬ 
ness  will  be  represented  by  serial  bonds, 
annual  payments  of  principal  and  inter¬ 
est  will  be  schedul^  so  as  to  permit 
them  to  be  paid  in  amounts  approxi¬ 
mately  equal  to  the  amoimts  required  for 
annual  amortized  installments. 

(3)  If  the  borrower  will  be  retiring 
other  debts  represented  by  bonds  or  notes 
the  repayment  on  such  bonds  may  be 
considered  in  developing  the  repayment 
schedule  for  the  FHA  loan.  In  some  cases. 


it  may  be  desirable  to  reduce  the  amount 
of  repasmients  to  FHA  in  the  early  jrears 
of  the  loan  in  order  to  preclude  the  neces¬ 
sity  for  refinancing  the  outstanding  debt. 
When  such  repayment  schedules  are  pro¬ 
posed,  National  Office  authorization  is  to 
be  obtained  prior  to  loan  approval. 

(c)  Deferred  payments.  Principal  and 
interest  may  be  deferred  on  a  direct  loan 
but  only  principal  may  be  deferred  on 
an  Insured  loan.  The  payments  may  be 
deferred  in  whole  or  in  part  fc  •  a  period 
not  to  exceed  the  end  of  the  third  full 
calendar  year  after  the  estimated  date  of 
loan  closing.  If  for  any  reason  it  appears 
necessary  to  permit  a  longer  period  of 
deferment,  the  State  Director  may  au¬ 
thorize  such  deferment  with  the  prior 
approval  of  the  National  Office.  How¬ 
ever,  when  the  bonds  are  to  be  offered 
for  public  sale.  Interest  payment  should 
not  be  deferred. 

(1)  Deferments  of  principal  or  inter¬ 
est  will  not  be  used  to: 

(1)  Postpone  the  levying  of  taxes  or 
assessments. 

(ii)  Delay  the  collection  of  the  full 
rates  which  the  association  has  agreed 
to  charge  users  for  its  services  as  soon  as 
major  benefits  or  the  improvements  are 
available  to  those  users. 

(iii)  Create  reserves  for  normal  opera¬ 
tion  and  maintenance. 

(iv)  Make  any  capital  improvements 
except  those  considered  by  the  State  Di¬ 
rector  to  be  essential  to  the  repayment 
of  the  loan  or  to  the  obtaining  of  ade¬ 
quate  security  therefor  and  upon  prior 
written  approval  of  the  National  Office. 

(v)  Accelerate  the  payment  of  other 
debts. 

(vi)  Permit  making  a  loan  when  re¬ 
payment  will  depend  upon  anticipated 
income  from  service  to  users  who  are 
not  located  in  the  service  area  at  the 
time  the  loan  is  closed  or  who  have  not 
at  that  time  agreed  to  accept  and  pay 
for  such  service. 

(2)  Proposed  deferments  will  be  con¬ 
sistent  with  provisions  of  State  or  local 
laws  affecting  the  creation  and  repay¬ 
ment  of  debts  by  borrowers. 

(d)  Interest  rates.  Current  informa¬ 
tion  regarding  interest  rates  may  be  (A- 
tained  from  any  county  or  State  office  of 
the  FHA  or  from  its  national  office  at 
14th  and  Independence  Avenue  SW., 
Washington,  DC  20250. 

§  1823.10  RcM;rve«. 

Each  borrower  will  be  required  to  es¬ 
tablish  and  maintain  reserves  for  delin¬ 
quent  accounts  sufficient  to  assure  that 
loan  installments  will  be  paid  on  time. 
Reserve  accoimts  will  also  be  established 
for  emergency  maintenance  and  for  ex¬ 
tensions  to  facilities.  In  those  cases 
where  statutes  provide  for  extinguishing 
assessment  liens  of  public  bodies  when 
properties  subject  to  such  liens  are  sold 
for  delinquent  State  and  local  taxes,  spe¬ 
cial  reserves  will  be  estaUished  and 
maintained  for  the  protectiem  of  the  bor¬ 
rower’s  lien  of  assessment.  Provision  for 
the  accumulation  of  necessary  reserves 
over  a  reas<mable  period  of  time  will  be 
included  in  the  loan  documents  and  in 
assessments,  tax  levies,  or  rates  charged 
for  services. 


(a)  General  obligation  or  special  as¬ 
sessment  bonds.  Ordinarily,  the  require¬ 
ments  for  reserves  will  be  considered  to 
have  been  met  if  general  obligation  or 
other  bonds  which  pledge  the  full  faith 
and  credit  of  the  political  subdivision  are 
used,  or  special  assessment  bonds  are 
used,  and  if  such  bonds  provide  for  the 
annual  collection  of  sufficient  tax  or  as¬ 
sessments  to  cover  debt  service,  opera¬ 
tion  and  maintenance,  and  a  reasonable 
amount  for  emergencies  and  to  offset  the 
possible  nonpasment  of  taxes  or  assess¬ 
ments  by  a  percentage  of  the  property 
owners,  or  a  statutory  method  is  pro¬ 
vided  to  prevent  the  incurrence  of  a 
deficiency. 

(b)  Revenue  bonds.  It  is  expected  that 
associations  issuing  bonds  pledging  fa¬ 
cility  revenues  as  security  will  ordinarily 
plan  their  reserve  program  to  provide 
for  a  total  reserve  in  amoimt  equal,  at 
least,  to  one  average  loan  installment.  It 
also  is  expected  that  ordinarily  such  re¬ 
serve  will  be  accumulated  at  the  rate  of 
at  least  one- tenth  of  the  total  each  year 
until  the  desired  level  is  rea<died. 

§  1823.11  Insurance  and  bonding. 

Property  insurance.  Workman’s  Com¬ 
pensation  Insurance,  liability  insurance, 
and  fidelity  bonds  will  be  required  as 
follows: 

(a)  Property  insurance.  In  like  man¬ 
ner  as  provided  in  Part  1806,  fire  and  ex¬ 
tended  coverage  will  be  required  on  all 
above  ground  structures,  induding  asso¬ 
ciation-owned  equipment  and  machinery 
housed  therein.  ’This  does  not  apply  to 
water  reservoirs,  standpipes,  elevated 
tanks,  and  other  noncombustible  mate¬ 
rials  used  in  treatment  plants,  clearwells, 
clarification  xmits,  filters,  and  the  like. 
Where  lift  stations  are  properly  venti¬ 
lated,  insxirance  may  not  be  required  ex¬ 
cept  only  for  the  value  of  the  pumping 
equipment  and  electrical  equipment 
therein. 

(b)  Workman’s  compensation.  The  as¬ 
sociation  will  be  required  to  carry  suita¬ 
ble  Woilcman’s  Compensation  Insiuance 
for  all  of  its  employees  in  accordance 
with  appropriate  State  laws. 

(c)  Liability  and  property  damage  in¬ 
surance.  Requirements  for  liability  in¬ 
surance  will  be  carefully  and  thoroughly 
considered  in  connection  with  each  proj¬ 
ect  financed  by  a  loan.  Piffilic  liability 
and  pre^rty  damage  Insurance  amounts 
will  be  established  accordingly.  If  the  as¬ 
sociation  owns  trucks,  tractors,  or  other 
vehicles  that  frequently  are  driven  over 
public  highways,  public  liability  and 
property  damage  insurance  will  be  re¬ 
quired. 

(d)  Fidelity  bonds.  (1)  'Die  associa¬ 
tion  will  provide  fidelity  bond  coverage 
for  the  positions  of  officials  (not  neces¬ 
sarily  including  employees  such  as  check- 
stand  operators,  caddies,  concession 
operators,  and  other  such  employees) 
entrusted  with  the  receipt  and  disburse¬ 
ment  of  its  funds  and  the  custody  of 
any  premerty.  Hie  amount  of  the  bond 
will  be  at  least  equal  to  the  maximum 
amount  of  money  that  the  association 
will  have  on  hand  at  any  one  time  ex¬ 
clusive  of  loan  funds  deposited  in  a  su¬ 
pervised  bank  accoimt.  If  permitted  by 
State  law,  the  United  States  will  be 
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named  as  co-obligee  in  the  bond.  Cor¬ 
porate  fidelity  bonds  will  be  obtained 
except  that  in  unusual  circumstances  the 
National  Office  may  give  prior  approval 
to  cash  bonds.  Form  FHA  440-24,  “Posi¬ 
tion  Fidelity  Schedule  Bond,"  may  be 
used  if  permitted  by  State  law. 

(2)  In  cases  where  the  State  Direc¬ 
tor  determines  that  the  cost  of  fidelity 
4x>nds  in  amounts  sufficient  to  cover 
all  accumulated  reserves  is  excessive  the 
State  Director  may  approve  the  use  of 
a  fidelity  bond  in  an  amount  equal  to 
the  amoimt  of  funds  collected  by  the 
association  in  1  year  and  the  depositing 
of  reserves  in  a  special  account  requiring 
the  coimtersignature  of  the  Coimty 
Supervisor  for  withdrawals.  In  such 
cases,  the  State  Director  will  request 
the  assistsince  of  the  OGC  in  prepara¬ 
tion  of  the  deposit  agreement. 

(e)  Public-body -type  organization. 
Public-body-type  organizations  receiv¬ 
ing  assistance  as  authorized  in  this  sub¬ 
part  \rill  provide  insurance  and  bonds 
as  required  insofar  as  they  are  able  to 
do  so  imder  applicable  State  statutes 
and  regulations. 

§  1823.12  Coordination  U'illi  Federal, 
State,  and  local  agencies. 

Projects  financed  in  whole  or  in  part 
with  association  loan  or  grant  funds 
will  be  coordinated  with  appropriate 
Federal,  State,  and  local  agencies  in 
accordance  with  the  following: 

(a)  Memorandum  of  Understanding 
with  the  Economic  Development  Admin¬ 
istration,  Department  of  Commerce.  Two 
memoranda  of  understanding  between 
EDA  and  FHA  have  been  executed;  one 
outlines  policies  for  projects  where  EDA 
provides  a  basic  grant  and  FHA  pro¬ 
vides  a  loan  only;  the  other  memoran¬ 
dum  outlines  policies  for  projects  where 
FHA  assistance  includes  a  grant  which 
is  being  supplemented  by  an  EDA  “sup¬ 
plemental  grant.”  Copies  of  these  two 
memoranda  are  available  at  all  FHA 
offices  and  will  be  used  as  guides  in 
developing  project  management  agree¬ 
ments  for  projects  when  both  EDA  and 
FHA  provide  financial  assistance.  Every 
such  agreement  must  be  consistent 
in  all  respects  with  the  appropriate 
memorandum. 

(b)  Bylaws  for  nonprofit  water  and 
sewer  corporations — consistent  with  the 
Federal  Housing  Administration  regula¬ 
tion.  A  set  of  model  bylaws  for  nonprofit 
water  and  sewer  corporations  consist¬ 
ent  with  the  Federal  Housing  Adminis¬ 
tration  regiilation  has  been  reviewed  and 
approved  by  the  Federal  Housing  Ad¬ 
ministration,  therefore,  members  of 
nonprofit  water  associations  should  ex¬ 
perience  no  difficulty  in  obtaining  finan¬ 
cial  assistance  from  that  agency  when 
these  bylaws  are  used.  These  bylaws 
should  be  used  in  all  cases  unless  pro¬ 
hibited  by  State  statutes.  Copies  are 
available  at  all  FHA  offices. 

(c)  Compliance  with  special  laws  and 
regulations.  Applicants  for  loans  or 
grants  will  be  required  to  comply  with 
State  and  local  laws  and  any  regulatory 
commission  rules  or  regulations  per¬ 
taining  to: 


(1)  Organization  of  the  association 
and  its  authority  to  install,  operate  and 
maintain  the  facilities  proposed  to  be 
constructed. 

(2)  Borrowing  of  money,  giving  se¬ 
curity  therefor,  and  raising  revenues  for 
the  repayment  thereof. 

(3)  Appropriation,  diversion,  storage 
and  use  of  water,  and  disposal  of  excess 
water.  All  of  the  rights  of  any  land- 
owners,  appropriators,  or  users  of  water 
from  any  source  will  be  fully  honored 
in  all  respects  as  they  may  be  affected 
by  facilities  to  be  installed.  If,  under  the 
provisions  of  State  law,  notice  of  the 
proposed  diversion  or  storage  of  water 
may  be  filed  in  the  office  of  a  State 
official,  such  notice  must  be  filed  by  the 
applicant.  Even  though  such  filing  may 
be  optional  under  State  law  the  record 
might  be  of  value  at  some  future  time 
to  protect  the  association’s  right  or  pri¬ 
ority  to  the  use  of  water.  An  applicant 
must  furnish  evidence  to  provide  rea¬ 
sonable  assurance  that  its  water  rights 
will  be  or  have  been  properly  estab¬ 
lished,  will  not  interfere  with  prior 
vested  rights,  will  likely  not  be  contested 
or  enjoined  by  other  water  users  or 
riparian  owners,  and  will  be  within  the 
provisions  of  any  applicable  interstate 
compact. 

(4)  Land  use  zoning. 

(5)  Permission  to  construct  facilities 
and  the  approval  of  construction  plans 
and  specifications  by  State  and  local 
officials. 

(6)  Health  and  sanitation  standards. 

§  182.3.13  Professional  services  and  con¬ 
tracts  related  to  the  facility. 

The  FHA  may  provide  general  advice 
and  consultation  in  connection  with  pre¬ 
liminary  determinations  regarding  engi¬ 
neering  feasibility,  economic  soundness, 
cost  estimates,  organizations,  financing, 
and  management.  Applicants  will  be  re¬ 
sponsible  for  providing  the  services  nec¬ 
essary  to  plan  projects.  Including  design 
of  facilities,  preparation  of  cost  and  in¬ 
come  estimates,  and  development  of  pro¬ 
posals  for  organization  and  financing. 
The  County  Supervisor  will  inform  the 
association  of  the  services  it  must 
provide. 

(a)  Solid  waste  disposal  projects.  (1) 
In  planning  solid  waste  disposal  systems, 
the  applicant  should  take  advantage  of 
all  technical  assistance  available  such  as: 

(1)  The  Soil  Conservation  Service 
(SCS)  may  assist  with  the  evaluation 
of  landfill  sites,  the  suitability  of  the 
soils,  drainage  problems,  and  erosion 
control.  SCS  can  provide  advice  on  land 
utilization  and  site  maintenance  after 
the  landfill  is  completed. 

Cii)  State  Health  Departments  can 
ordinarily  provide  assistance  in  selecting 
landfill  sites  and  can  provide  guidance 
on  possible  air  and  water  pollution  prob¬ 
lems.  Normally,  the  State  Health  De¬ 
partment  can  assist  the  applicant  in 
evaluating  collection,  transportation,  and 
disposal  costs.  An  applicant  should  not 
obligate  itself  for  a  landfill  site  which 
has  not  been  reviewed  and  approved  by 
the  State  Health  Department. 

(2)  Ordinarily,  a  qualified  engineer 
should  be  engaged  to  assist  the  appli¬ 


cant  with  site  selection,  planning,  land¬ 
fill  design,  drainage  control,  roadways, 
utilities,  and  other  related  problems,  and 
cost  estimates  and  annual  budgets.  The 
engineer  should  also  consider  any  prob¬ 
lems  which  may  arise  due  to  water  leach¬ 
ing  into  or  from  landfills  and  should  pro¬ 
vide  a  design  which  will  allow  for  proper 
handling  of  landfill  gases.  Since  solid 
waste  disposal  projects  normally  Involve 
a  small  amount  of  construction  work,  the 
applicant  should  consider  negotiating  for 
engineering  work  on  a  lump-sum  fee 
basis  rather  than  on  a  fixed  percentage  of 
the  consti-uction  cost. 

(b)  Selection  of  legal  counsel.  The 
association  will  be  responsible  for  select¬ 
ing  its  legal  counsel,  and  FHA  personnel 
are  prohibited  from  recommending  a 
particular  attorney  or  firm  of  attorneys. 
The  applicant  may  select  any  attorney 
who  is  qualified  and  agreeable  to  per¬ 
forming  the  required  legal  services.  A 
sample  form  entitled,  “Legal  Services 
Agreement,”  is  available  at  all  FHA 
offices  and  may  be  used  as  a  guide  for 
preparation  of  legal  services  agreements. 
The  State  Director  is  authorized  to  ap¬ 
prove  such  agreements. 

(1)  Tax-exempt  public  bodies.  Tax- 
exempt  public  body  applicants  will  ob¬ 
tain  the  services  and  opinion  of  recog¬ 
nized  bond  counsel  with  respect  to  the 
validity  of  a  bond  issue.  Ordinarily,  the 
bond  counsel  will  be  retained  by  the  ap¬ 
plicant  through  it  locai  attorney.  A 
statement  as  to  the  exemption  of  in¬ 
terest  income  on  such  obligations  from 
Federal  and  State  Income  taxes  will  be 
included  in  the  opinion. 

(2)  Applicants  other  than  tax-exempt 
public  bodies.  Recognized  bond  coimsel 
should  not  be  needed. 

(c)  Water  purchase  contracts.  Asso¬ 
ciations  proposing  to  purchase  water 
from  private  or  public  sources  will  be 
required  to  have  written  contracts  for 
such  supply,  and  all  such  contracts  will 
be  reviewed  and  approved  by  FHA  prior 
to  their  execution  by  the  association. 
Form  FHA  442-30,  “Water  Purchase 
Contract,”  will  be  used  for  this  purpose 
imless  the  circumstances  are  such  as  to 
require  a  different  form  of  agreement. 
In  all  cases,  water  purchase  contracts 
will: 

(1)  Include  a  definite  commitment  by 
the  supplier  to  fiunish  at  a  specified 
point  a  specified  minimum  quantity  of 
water  and  provide  that  in  case  of  short¬ 
ages,  all  of  the  supplier’s  users  will  share 
the  shortages  proportionately.  However, 
if  it  is  impossible  to  obtain  a  firm  com¬ 
mitment  for  a  minimum  supply  of  water 
at  all  times,  a  contract  may  be  executed 
and  approv^  If  the  State  Director  makes 
a  positive  determination  that  the  sup¬ 
plier  has  adequate  supply  and  treatment 
facilities  to  furnish  its  other  users  and 
the  applicant  association  for  the  fore¬ 
seeable  futiure,  and  that  a  suitable  alter¬ 
native  supply  could  be  arranged  within 
the  repayment  ability  of  the  association 
if  it  should  ever  become  necessary. 

(2)  Set  out  the  ownership  and  mainte¬ 
nance  responsibilities  of  the  respective 
parties  for  the  master  meter  at  the  point 
of  delivery.  It  is  generally  simpler  if  the 
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supplier  installs,  owns,  and  maintains 
the  meter. 

(3)  Specify  the  rates  at  which  water 
will  be  sold  to  the  association.  Since  it  is 
difficult  to  predict  future  costs  of  water 
production,  it  is  generally  most  satisfac¬ 
tory  to  provide  some  kind  of  escalator 
clause  which  will  permit  rates  for  the  as¬ 
sociation  to  be  raised  or  lowered  prwor- 
tionately  as  certain  specified  rates  for  the 
supplier’s  regular  customers  are  raised  or 
lowered.  Provision  may  be  made  for  alter¬ 
ing  rates  in  accordance  with  the  decisions 
of  the  appropriate  State  agency  which 
may  have  regulatory  authority. 

(4)  Run,  if  possible,  for  a  period  of  time 
which  is  at  least  50  percent  longer  than 
the  repayment  period  of  the  loan.  State 
Directors  may  approve  contracts  for 
shorter  periods  of  time  if  the  supplier 
cannot  legally  contract  for  such  period, 
or  if  the  applicant  and  supplier  find  it 
impossible  or  impractical  to  negotiate  a 
contract  for  the  maximum  period  permis¬ 
sible  imder  State  law,  provided: 

(i)  The  contract  contains  adequate 
provisions  for  renewal. 

(ii)  A  determination  is  made  that  in 
the  event  the  contract  is  terminated, 
there  are  or  will  be  other  adequate 
sources  of  water  available  to  the  appli¬ 
cant  that  can  be  developed  or  purchased 
feasibility. 

(5)  Set  out  in  detail  the  amount  of 
connection  charges  or  demand  charges, 
if  any,  to  be  made  by  the  supplier  as  a 
condition  to  making  the  service  available 
to  the  association.  However,  the  payment 
of  such  charges  from  loan  funds  should 
not  be  approved  unless  the  State  Direc¬ 
tor  determines  that  it  is  more  feasible 

economical  for  the  association  to  pay 
such  a  connection  charge  than  it  is  for 
the  association  to  provide  the  necessary 
water  supply  by  other  means. 

(6)  Provide  for  a  pledge  of  the  contract 
to  the  FHA  as  part  of  the  security  for 
the  loan. 

(7)  Not  contain  provisions  for: 

(i)  Construction  of  facilities  which  will 
be  owned  or  operated  by  the  supplier. 
This  does  not  preclude  the  use  of  money 
paid  as  a  connection  charge  for  construc¬ 
tion  to  be  done  by  the  supplier. 

(ii)  Options  for  or  agreements  to  the 
future  sale  or  transfer  of  association  as¬ 
sets  to  the  supplier,  whether  or  not  such 
sale  or  transfer  would  be  for  a  monetary 
consideration. 

(d)  Contracts  lor  other  services.  Con¬ 
tracts  or  other  forms  of  agreement  for 
services  such  as  waste  treatment  will  be 
developed  by  the  applicant  and  presented 
to  the  County  Supervisor.  The  State  Di¬ 
rector  may  approve  such  forms  with  the 
assistance  of  the  CX>C  provided  they  meet 
the  requirements  of  paragraph  (c)  (2), 
(4),  (5),  (6),  and  (7)  of  this  section,  and 
are  otherwise  acceptable. 

§  1823.14  Facility  control. 

Each  association  must  obtain  such  con¬ 
trol  over  its  project  area  as  will  be  neces¬ 
sary  to  accomplish  its  objectives.  The 
control  may  be  obtained  by  means  of 
deeds,  satisfactory  contracts,  permits, 
and  leases  with  private  landowners,  or 
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public  agencies  having  appropriate  Juris¬ 
diction. 

§  1823.15  Purchase  price  of  land  and 
rights,  existing  facilities,  and  ma* 
chinery  and  equipment. 

(a)  Land,  rights,  and  existing  facili¬ 
ties.  (1)  In  those  cases  where  land  and 
rights  in  land  being  acquired  do  not  rep¬ 
resent  relatively  large  pmchase  prices, 
the  State  Director  will  assure  that  they 
are  being  acquired  at  a  reasonable  price. 
He  may  require  an  appraisal  report  if 
there  is  reason  to  question  the  proposed 
purchase  price. 

(2)  In  those  cases  where  relatively 
large  or  expensive  tracts  of  land,  or  rights 
in  lend,  and  other  such  interest  needed 
for  facility  development  are  being  ac¬ 
quired,  their  purchase  price  will  not  ex¬ 
ceed  their  present  market  value  or  the 
price  established  by  the  comt  in  those 
cases  where  land  or  rights  in  land  are 
being  acquired  through  condemnation. 

(3)  In  all  cases  where  existing  facili¬ 
ties  are  being  acquired,  the  purchase 
price  will  not  exceed  their  present  market 
value. 

(4)  Present  market  value  will  be  de¬ 
termined  only  after  a  review  of  an  ap¬ 
praisal  renort  prepared  in  accordance 
with  §  1823.16. 

(b)  Machinery  and  equipment.  Where 
substantial  amounts  of  fimds  are  neces¬ 
sary  for  purchase  of  machinery  and 
equipment,  associations  ordinarily  will  be 
required  to  call  for  bids  in  a  manner  spec¬ 
ified  by  the  loan  approval  official  to 
assure  the  best  obtainable  price. 

§  1823.16  Preparation  of  appraisal  re¬ 
ports. 

Reports  will  be  prepared  using  Form 
FHA  442-10,  “Appral^l  Report — Water 
and  Waste  Disposal  Systems,”  with  ap¬ 
propriate  supplements.  Appraisal  reports 
prepared  for  use  in  connection  with  the 
purchase  of  existing  water  and  waste 
disposal  facilities  will  be  prepared  by 
the  FHA  engineer  or,  if  desir^  by  the 
State  Director,  some  other  qualified 
appraiser. 

§  1823.17  Title  to  pledged  as«el!«. 

The  association  will  provide  evidence 
of  title  satisfactory  to  the  FHA  for  all 
assets  which  will  constitute  security  for 
the  loan. 

(a)  Whenever  real  estate  other  than 
easements,  rights-of-way,  or  similar  in¬ 
terest  will  be  taken  as  security,  the  appli¬ 
cant  should  furnish  the  County  Super¬ 
visor  with  a  copy  of  its  deed  or  purchase 
contract  and  any  mortgage  or  other  lien 
on  the  property  offered  as  security.  If 
water  stock  is  being  offered  as  security 
for  the  loan,  the  applicant  should  fur¬ 
nish  the  stock  certificate.  The  other  title 
evidence  furnished  will  be  one  of  the 
following: 

(1)  An  opinion  of  title  prepared  by 
the  applicant’s  attorney.  This  opinion 
may  be  on  Forms  FHA  427-9,  “Prelim- 
inaiT^  ’Title  Opinion,”  and  FHA  427-10, 
“Final  Title  Opinion.”  The  opinion  will 
be  based  upon  an  examination  of  the 
public  records  or  a  current  abstract  of 
title,  or  a  combination  thereof.  In  ac- 
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cordance  with  the  practice  in  the  com¬ 
munity.  If  based  on  an  abstract  of  title, 
the  abstract  and  abstractor’s  certificate 
must  cover  all  matters  below.  If  the  ab¬ 
stractor’s  certificate  or  certificates  are 
limited  in  any  way,  they  must  be  sup¬ 
plemented  by  the  attorney’s  own  exam¬ 
ination  of  records  or  other  competent 
evidence  of  title.  The  opinion  of  title  will 
set  forth  the  owne]*ship  and  condition  of 
the  title  to  the  land,  the  manner  in 
which  title  was  acquired,  and  will  list  all 
unreleased  mortgages,  judgments,  un¬ 
paid  taxes,  liens,  or  other  encumbrances, 
pending  suits,  reservations,  exceptions, 
leases,  easements,  and  any  other  out¬ 
standing  interest.  The  title  search  must 
cover  such  period  as  the  examining  at¬ 
torney  determines  necessary  to  issue  his 
opinion  as  to  whether  the  title  is  good 
and  marketable  according  to  title  exam¬ 
ination  standards  prevailing  in  the  area, 
except  that  title  examination  need  not 
go  back  beyond  a  Farm  Ownership  (FO) , 
Rural  Housing  (RH),  or  individual  SW 
(not  Water  Facilities)  security  instru¬ 
ments.  If  the  examining  attorney  finds 
an  FHA  security  instrument  in  the  chain 
of  title  and  is  not  certain  that  it  is  one 
of  the  types  mentioned  in  the  preceding 
sentence,  he  may  consult  the  County 
Supervisor. 

(2)  Policy  of  title  Insurance  obtained 
from  a  title  insurance  company  j^proved 
by  FHA. 

(b)  Applicants  will  be  responsible  for 
obtaining  adequate,  continuous,  and 
valid  rights-of-way  for  the  construction, 
operation,  and  maintenance  of  its 
facilities. 

(1)  The  applicant  will  submit  the  fol¬ 
lowing  documentary  evidence  to  the 
FHA: 

(i)  Copies  of  the  right-of-way  instru¬ 
ments.  Mghts-of-way  with  restrictive 
provisions  should  be  accepted  only  in 
very  imusual  circumstances.  Whenever 
the  form  of  the  instrument  differs  from 
Form  FHA  442-20,  “Right-of-Way  Ease¬ 
ment,”  or  contains  special  provisions 
that  are  required  by  either  the  applicant 
or  the  grantor,  copies  of  such  instru¬ 
ments  will  be  submitted  to  the  FHA  for 
review  prior  to  acceptance  and  record¬ 
ing,  Either  specific  rights-of-way  con¬ 
taining  a  legal  property  description  or  a 
centerline  description  of  the  rights-of- 
way,  or  general  rights-of-way  containing 
only  a  description  of  the  tract  or  parcel 
of  land  affected,  may  be  used. 

(ii)  A  certificate  by  a  duly  authorized 
official  of  the  applicant  that  it  has  ob¬ 
tained  and  presently  holds  adequate  and 
sufficient  legal  title  to  all  rights-of-way, 
permits,  licenses,  and  other  authoriza¬ 
tions  deemed  necessary  by  the  applicant, 
its  engineer,  and  its  attorney  for  an  un¬ 
interrupted  right-of-way  for  the  con¬ 
struction.  operation,  and  maintenance 
of  the  facilities.  Use  Form  FHA  442-21, 
“Right-Of-Way  Certificate.” 

(iii)  A  right-of-way  map  showing  the 
location  of  all  structures,  pipelines, 
ditches,  and  the  like.  When  completed, 
the  map  should  show  that  the  rights-of- 
way  are  continuous  with  no  gaps.  Rights- 
of-way  acquired  by  xise  or  adverse  pos¬ 
session  will  be  shown  by  some  distinctive 
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color.  This  map  will  be  prepared  by  the 
applicant’s  engineer  and  it  will  bear  the 
signature  of  the  engineer  and  the  presid> 
ing  official  of  the  appUcant. 

liv)  An  opinicm  of  the  applicant's  at¬ 
torney  relating  to  the  adequacy  and 
legality  of  the  rights-of-way  covered  by 
the  right-of-way  certificate  and  right- 
of-way  map.  Use  Form  FHA  442-22, 
“Opinion  of  Counsel  Relative  to  Rights- 
of-Way,”  to  the  extent  possible.  Sub¬ 
ordinations  will  not  ordinarily  be  ob- 
tsuned  and  will  never  be  required  from 
FHA. 

(2)  When  a  lien  will  be  taken  on  a  site 
for  structures  such  as  a  reservoir  or 
pumping  station,  and  the  applicant  is 
able  to  obtain  only  a  right-of-way  or 
easemait  on  such  site  rather  than  a  fee 
simple  title,  the  applicant  will  furnish 
a  title  report  thereon  by  the  applicant’s 
attorney  showing  the  ownership  of  the 
land  and  all  mortgages  or  other  liens, 
defects,  or  encumbrances,  if  any.  The 
title  report  will  cover  the  same  period 
of  time  prescribed  in  paragraph  (a)  (1) 
of  this  section.  Consents,  releases,  or  sub¬ 
ordinations  will  be  obtained  from  the 
holders  of  outstanding  liens  or  mortgages 
as  may  be  required  by  the  FHA. 

(c)  When  a  mortgage  or  an  assignment 
will  be  taken  on  water  rights  owned  or 
to  be  acquired  by  the  association,  the 
following  will  be  furnished  as  applicable: 

(1)  A  statement  by  the  association’s 
attorney  regarding  the  nature  of  the 
water  right  owned  or  to  be  acquired  by 
the  applicant  (conveyance  of  title,  ap- 
propriatirai  and  decree,  application  and 
permit,  public  notice  of  appropriations 
and  use,  and  so  forth) . 

(2)  A  copy  of  any  contract  with  an¬ 
other  company  or  municipality  to  sup¬ 
ply  water  or  stock  certificate  in  another 
company  representing  right  to  receive 
water. 

(d)  When  liens  will  be  taken  on  chat¬ 
tel  property,  the  following  will  be 
furnished: 

(1)  Description  of  the  property  for 
use  in  preparing  the  security  instru¬ 
ments. 

(2)  Form  FHA  440-13,  “Report  of  Liai 
Search,”  w  similar  form  prepared  in  ac¬ 
cordance  with  the  State  requirement  pre¬ 
scribing  the  use  of  such  form  for 
operating  loans. 

(e)  If  the  information  supplied  is  not 
(xmsistent  with  information  in  the  re¬ 
port  on  application,  the  applicant  must 
furnish  a  full  explanation  of  the  varia¬ 
tions  satisfactory  to  the  FHA.  The  appli¬ 
cant  will  be  required  to  furnish  such  ad¬ 
ditional  title  evidence  as  may  be  called 
for  by  the  representative  of  the  0(3C. 

(f)  All  title  evidence  other  than  the 
opinion  of  title,  mortgage  title  insurance 
policy,  and  water  stock  certificates  will 
be  returned  to  the  borrower  when  the 
loan  has  been  closed.  The  opinion  of  title 
or  title  insurance  policy  and  any  water 
stock  certificates  will  be  retained  in  the 
borrower’s  Coimty  Office  case  folder. 

§  1823.18  Tide  to  unpledged  land  rights. 

Applicants  whose  land  rights  are  not  to 
be  pledged  as  security  will  submit  evi¬ 
dence  of  title  in  accordance  with  S  1823.17 
(b)(1)  (ii)  and  (iii). 


§  1823.19  Affect  of  special  programs — 
regulations. 

Loans  and  grants  to  which  this  sub¬ 
part  pertains  are  affected  as  shown  below 
by  certain  special  programs,  regulations, 
and  laws. 

(a)  Equal  opportunity  in  employment 
for  construction.  This  applies  to  ail  loans 
and  grants  which  may  involve  construc¬ 
tion  work  exceeding  $10,000  to  be  paid 
for  in  whole  or  in  part  with  FHA  loan 
or  grant  funds.  (See  Part  1890p  of  this 
chapter.) 

(b)  Pledging  collateral  for  deposits  of 
funds  in  supervised  bank  accounts.  Col¬ 
lateral  must  be  pledged  for  all  supervised 
bank  accounts  in  excess  of  $20,000  for 
projects  being  financed  under  this 
subpart. 

(c)  Nondiscrimination  by  recipients 
of  Farmers  Home  Administration  finan¬ 
cial  assistance  in  accordance  with  title 
VI  of  the  Civil  Rights  Act  of  1964.  This 
applies  to  direct  loans,  loans  made  from 
ACIF,  and  grants.  (See  Part  1890  of  this 
chapter.) 

(a)  Davis-Bacon  and  related  acts.  The 
provisions  of  the  Davis-Bacon  and  re¬ 
lated  acts  do  not  apply  to  loans  or  grants 
made  by  FHA  imder  this  subpart.  The 
act  may  apply  to  portions  of  such  proj¬ 
ects  which  are  being  financed  in  part  by 
other  Federal  agencies.  In  such  cases,  it 
will  be  the  responsibility  of  such  other 
Federal  agencies  to  assure  compliance 
imless  some  other  agreement  has  been 
reached  with  the  other  agency.  (See 
Part  1890  of  this  chapter.) 

§  1823.20  Applirationf). 

Each  applicant  will  make  application 
on  Standard  Form  101,  “Preliminary  Ap¬ 
plication  for  Requesting  Federal  Assist¬ 
ance  for  Public  Works  and  Facility-Type 
Projects,”  which  will  be  forwarded  to 
the  State  Office  in  accordance  with 
§  1823.35.  County  Supervisors  will  require 
any  association  undertaking  to  apply  for 
financial  assistance  to  file  written  notifi- 
caticoi  of  its  Intent  to  apply  with  ap¬ 
propriate  clearinghouses  in  accordance 
with  Subpart  M  of  Part  1823  of  this 
chapter.  When  the  County  Supervisor 
has  been  notified  that  FHA  has  assiuned 
jurisdiction  for  the  project,  he  will  com¬ 
plete  the  applicable  portion  of  Form 
FHA  442-34,  “Information  For  Use  in 
Establishing  Processing  Schedule.”  and 
forward  it  to  the  State  Office.  No  fur¬ 
ther  action  will  be  taken  toward  proc¬ 
essing  such  applications  xmtil  notified  by 
the  State  Director  to  proceed.  The  date 
that  FHA  assumes  jurisdiction  will  be 
considered  as  the  application  date.  Ap¬ 
plicants  need  not  be  legally  organized  to 
file  Standard  Form  101. 

§  1823.21  County  Conimillee  rocom- 
niendutiuns. 

Just  as  soon  as  adequate  information 
has  been  assembled  on  the  association’s 
application  to  enable  the  County  Com¬ 
mittee  to  make  its  recommendations,  the 
proposal  will  be  presented  to  the  Com¬ 
mittee  by  the  Coxmty  Supervisor.  Com¬ 
mittee  recommendations  will  be  made 
on  Form  FHA  440-2,  “Cotmty  Committee 
Certification  or  Recommendation,” 


§  1823.22  Dotkels. 

(a)  Content.  The  loan  docket  will  in¬ 
clude  the  forms  and  documents  listed  in 
Instructions  available  in  all  FHA  offices. 

(b)  Assembly.  Dockets  ordinarily  will 
be  assembled  to  Include  all  forms  and 
documents  required.  However,  when  con¬ 
siderable  time  or  expense  will  be  involved, 
dockets  may  be  submitted  without  com¬ 
plete  construction  contract  documents 
and  without  all  legal  work  being  final¬ 
ized.  In  such  cases,  the  docket  will  in¬ 
clude  a  preliminary  engineering  report 
prepared  in  accordance  with  this  sub¬ 
part.  Although  all  legal  work  in  connec¬ 
tion  with  organization  and  processing 
items,  such  as  bonds  and  ordinances,  may 
not  yet  be  complete,  the  proposed  form 
of  such  bonds  and  ordinances  and  other 
similar  items  w'ill  be  included  in  the 
docket. 

(c)  Coordinating  docket  preparation. 
The  County  Supervisor  is  responsible  for 
coordinating  the  development  of  asso¬ 
ciation  dockets.  In  order  to  successfully 
carry  out  this  responsibility,  he  must 
make  maximum  use  of  conferences  with 
applicant  representatives,  checklists  de¬ 
signed  to  provide  for  continuous  moni¬ 
toring  of  progress  in  docket  development, 
and  other  measures  to  assure  effective 
liaison  and  communication  between  him, 
the  applicant,  and  the  applicant’s  techni¬ 
cal  and  professional  consultants. 

(1)  Each  applicant  should  be  re¬ 
quested  to  name  an  individual  and  an 
alternate  whom  the  Coimty  Supervisor 
may  contact  In  connection  with  asso¬ 
ciation  business.  These  individuals  should 
be  members  of  the  applicant’s  governing 
body  or  organizing  committee,  not  the 
applicant’s  engineer,  architect,  or  at¬ 
torney.  The  County  Supervisor  must  ac¬ 
complish  his  work  with  the  applicant 
through  the  designated  representative 
except  where  otherwise  provided  in  this 
subpart. 

(2)  As  soon  as  the  County  Supervisor 
has  been  notified  by  the  State  Director 
to  proceed  with  processing,  he  will  dis¬ 
cuss  matters  such  as  application  process¬ 
ing,  the  applicant’s  ne^  for  an  engineer, 
architect,  or  other  consultant,  and  an 
attorney,  and  other  such  items  with  the 
governing  body  or  organizing  committee. 
At  this  meeting,  the  County  Supervisor 
will  initiate  use  of  a  processing  checklist 
for  establishing  a  time  schedule  for  com¬ 
pletion  of  items.  Use  Form  FHA  424-39, 
“Processing  CSiecklist  (Other  than  Public 
Bodies) ,”  or  Form  FHA  442-40,  “Process¬ 
ing  Checklist  (Public  Bodies) ,”  or  if  de¬ 
sired,  an  approved  State  form  for  this 
purpose.  Immediately  following  the  dis¬ 
cussion,  he  will  confirm  by  letter  to  the 
applicant  the  decisions  made  and  for¬ 
ward  a  copy  of  the  processing  checklist. 
He  will  retain  a  copy  of  the  processing 
checklist  and  forward  a  copy  to  the 
State  Office  through  his  District  Super¬ 
visor.  The  District  Supervisor  will  assist 
each  of  his  Coimty  Supervisors  in  con¬ 
ducting  such  conferences  until  it  is  estab¬ 
lished  that  the  County  Supervisor  likely 
will  be  able  to  successfully  carry  on  such 
conferences  without  assistance. 
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(3)  As  soon  as  the  applicant  has  se¬ 
lected  its  engineer,  and  prior  to  com¬ 
mencing  facility  planning,  the  County 
Suiservisor  will  hold  a  "preplanning” 
conference  with  members  of  the  associa¬ 
tion’s  governing  body  or  organizing  com¬ 
mittee  and  its  engineer.  At  this  confer¬ 
ence,  development  of  the  preliminary 
engineering  report  or  complete  develop¬ 
ment  plans,  whichever  is  appropriate, 
will  be  discussed  in  detail  to  assure  that 
the  applicant  and  its  engineer  imder- 
stand  FHA  design  policies,  as  well  as 
their  respective  responsibilities.  FHA 
policies  and  requirements  regarding  serv¬ 
ice  areas  and  providing  service  to  all 
within  such  areas  desiring  service  will 
be  thoroughly  explained  at  the  preplan¬ 
ning  conference.  The  applicant  and  its 
engineer  will  be  given  copies  of  appro¬ 
priate  guidance  material  and  forms,  and 
the  County  Supervisor  will  thoroughly 
disciLss  items  to  be  completed  by  the 
engineer.  In  this  activity,  the  County 
Supervisor  will  be  assisted  by  the  District 
Supervisor  and  State  Office  personnel. 
The  processing  checklist  will  be  updated 
and  extended  to  include  additional  items 
discussed  at  the  conference.  Again,  de¬ 
cisions  reached  will  be  confirmed  by 
letter  and  the  processing  checklist  ex¬ 
tended. 

(4)  As  the  application  is  being  proc¬ 
essed,  and  the  need  develops  for  addi¬ 
tional  conferences,  the  County  Super¬ 
visor  will  call  such  conferences,  extend 
and  update  the  processing  checklist,  and 
confirm  by  letter  the  decisions  made. 

(5)  All  processing  checklists  will  be 
submitted  to  the  State  Office  through 
the  DLstrict  Supervisor.  If  an  extended 
and  updated  checklist  for  each  applica¬ 
tion  in  process  has  not  been  submitted 
during  the  month,  it  will  be  submitted  no 
later  than  the  close  of  business  on  the 
last  working  day  of  the  month.  On  re¬ 
ceipt  of  an  extended  or  updated  check¬ 
list,  the  State  Director  will  return  the 
checklist  on  hand  to  the  County  Super¬ 
visor.  This  copy  may  be  used  by  the 
County  Supervisor  for  future  submis¬ 
sions. 

(d)  Preparation  of  bonds  and  bond 
transcript  documents.  Appendix  3, 
§  1823.53  contains  FHA  requirements 
pertaining  to  preparation  of  bonds  and 
bond  transcripts  for  loans  to  public 
bodies.  For  such  loans,  copies  of  Appen¬ 
dix  3  will  be  handed  to  the  applicant  for 
use  by  its  attorney  and  bond  counsel  at 
the  preplanning  conference.  Additional 
copies  of  this  appendix  may  be  requisi¬ 
tioned  from  the  Finance  Office. 

(e)  Preliminary  determination  for 
development  grants.  In  order  that  most 
beneficial  use  be  made  of  available  devel¬ 
opment  grant  funds,  State  Directors  will 
make  a  determination  regarding  each 
such  grant  before  it  is  considered  in  the 
development  of  a  docket.  County  Super¬ 
visors  will  submit  to  their  State  Office 
the  following  material  as  soon  as  it  is 
available  in  connection  with  each  appli¬ 
cation  for  a  development  grant  for  which 
a  docket  is  being  assembled:  Preliminary 
engineering  report;  draft  budget  on 
Form  FHA  442-7,  “Operation  Budget  or 
Statement  of  Income  and  Expenses” 


(without  taking  into  c(msiderati(xi  any 
grant);  information  in  narrative  form 
pertaining  to  income  levels  in  the  appli¬ 
cant  community,  emergency,  health,  eco¬ 
nomic,  and  other  factors  which  may  ap¬ 
pear  pertinent. 

( 1 )  If  the  plans  are  for  a  system  of  ac¬ 
ceptable  design  and  the  proposed  budget 
indicates  that  requirements  of  §S  1823.4 
and  1823.6  will  be  met,  the  State  Direc¬ 
tor  will  proceed  to  determine  the  amount 
of  the  grant  in  accordance  with  §  1823.4 
(c).  He  will  inform  the  County  Super¬ 
visor  of  his  tentative  determination  and 
return  the  material  submitted  to  the 
County  Office. 

(2)  State  Directors  will  assemble  for 
their  use  in  making  these  determinations 
information  regarding  user  costs 
throughout  the  State. 

(3)  The  County  Supervisor  will  pro¬ 
ceed  with  docket  preparation.  He  will  be 
cautious,  however,  to  be  sure  that  he,  in 
no  way,  leads  the  applicant’s  representa¬ 
tives  to  believe  that  a  grant  has  been  ap¬ 
proved  or  that  the  amount  of  the  grant 
has  been  finally  determined  imtil  he  has 
received  notice  of  approval. 

§  1823.23  Review  and  approval. 

(а)  Approval  official  review.  The  loan 
approval  official  will  review  the  docket 
to  determine  that: 

(1)  The  Coimty  Committee’s  recom¬ 
mendation  has  been  properly  completed 
and  signed  by  at  least  two  committee¬ 
men,  neither  of  whom  is  a  member  of  the 
applicant  association. 

(2)  The  applicant  is  eligible. 

(3)  The  fimds  are  requested  for  au¬ 
thorized  purposes. 

(4)  The  proposal  is  sound. 

(5)  All  other  pertinent  requirements 
are,  or  apparently  can  be  met. 

(б)  The  facility  has  been  planned  and 
designed  within  the  criteria  established 
by  this  subpart.  The  State  FHA-Engineer 
will  complete  Form  FHA  424-14,  “Design 
Evaluation — Domestic  Water  System,” 
for  each  central  domestic  water  system 
and  Form  FHA  424-15,  “Design  Evalua¬ 
tion — Waste  Disposal  System,”  for  each 
central  domestic  waste  disposal  system. 

(7)  Adequate  credit  at  reasonable 
rates  and  terms  is  not  available. 

(i)  This  determination  for  public 
body  applicants  for  loans  not  over  $50,000 
and  for  other  than  public  body  applicants 
will  be  based  on  information  available  to 
the  State  Director.  If  the  docket  does  not 
contain  information  sufficient  for  him  to 
arrive  at  the  determination,  he  may  re¬ 
quest  the  applicant  to  seek  other  credit 
and  present  evidence  of  the  results  of 
such  action  or  he  may  make  inquiry  re¬ 
garding  other  credit. 

(ii)  Final  determination  regarding  the 
availability  of  other  credit  for  tax-ex¬ 
empt  public  bodies  applying  for  loans  in 
excess  of  $50,000  will  be  made  as  required 
in  S  1823.25(e). 

(8)  The  articles  of  incorporation,  by¬ 
laws,  rules  and  regulations,  or  other  offi¬ 
cial  documents  contain  no  restrictions 
that  would  limit  use  of  the  facilities  due 
to  race,  color,  creed,  or  national  origin. 

(9)  Each  proposal  is  based  on  a  real¬ 
istic  user  estimate,  (i)  In  estimating  the 
number  of  users  and  establishing  rates 


or  fees  on  which  the  loan  will  be  based 
for  new  systems  and  for  extensions  to  ex¬ 
isting  systems,  consideration  should  be 
given  to  the  following: 

(a)  It  will  likely  be  several  years  be¬ 
fore  all  residents  in  the  community  will 
need  the  services  provided  by  the  system. 

(b)  The  maximum  estimated  niunber 
of  initial  users  should  not  be  used  when 
setting  user  fees  and  rates.  Reduce  the 
user  estimate  to  a  realistic  number  and 
compensate  for  the  reduction  by  raising 
the  fees  and  rates. 

(c)  User  agreements  from  vacant  lot 
owners  must  not  be  considered  when  de¬ 
termining  feasibility.  Income  from  these 
sources  will  be  considered  only  as  extra 
income. 

(ii)  In  order  to  establish  realistic  user 
estimates,  the  following  are  required: 

(a)  Enforceable  user  agreement  with 
penalty  clause.  In  those  cases  where  all 
or  a  part  of  the  project  revenues  will 
come  from  service  fees,  an  enforceable 
user’s  agreement  will  be  required  unless 
State  statutes  or  local  ordinances  require 
mandatory  use  of  the  system  and  the  ap¬ 
plicant  agrees  in  writing  to  vigorously 
seek  enforcement  of  such  statutes  or 
ordinances.  Such  user  agreements  will 
provide  for  meaningful,  enforceable  pen¬ 
alties  for  failures  to  connect  to  the  sys¬ 
tem.  Users  presently  receiving  service 
will  not  ordinarily  be  required  to  sign  a 
user’s  agreement. 

(b)  Meaningful  user  cash  contribu¬ 
tion.  Contributions  will  be  high  enough 
to  indicate  sincere  interest  on  the  part 
of  the  user  but  not  so  high  as  to  preclude 
service  to  low-income  families.  Contri¬ 
butions  ordinarily  will  be  an  amount  ap¬ 
proximating  1  year’s  minimum  use  fees 
and  will  be  paid  in  full  before  loan  clos¬ 
ing.  User  cash  contributions  are  required 
except:  In  connection  with  loans  secured 
by  general  obligation  bonds;  for  users 
presently  receiving  service;  in  those 
cases  where  the  State  Director  deter¬ 
mines  that  users  cannot  make  a  cash 
contribution;  or,  the  user  agreement 
under  item  (a)  of  this  subdivision  is  not 
required. 

(c)  An  audit  of  user  list  and  user  agree¬ 
ments.  Such  audit  must  show  that  there 
are  sufficient  users  who  have  made  the 
required  cash  contribution  and  have 
agreed  to  pay  fees  in  an  amount  adequate 
to  support  the  budget.  See  §  1823.25(b) 
for  conducting  the  audit. 

(d)  Borrower  user  connection  pro¬ 
gram.  In  those  cases  where  all  or  a  part 
of  the  borrower’s  revenues  will  come 
from  user  fees,  applicants  must  provide, 
for  review  and  approval  by  the  State  Di¬ 
rector  before  loan  closing,  a  positive  pro¬ 
gram  to  encourage  conne^on  by  all 
users  as  soon  as  service  Is  available.  Such 
program  shall  include: 

(1)  An  aggressive  information  pro¬ 
gram  to  be  carried  out  during  the  con¬ 
struction  period.  The  borrower  should 
send  written  notification  to  all  signed 
users  at  least  three  weeks  in  advance  of 
the  date  service  will  be  available,  the 
date  users  will  be  expected  to  have  their 
connections  complete,  and  the  date  user 
charges  will  begin. 

(2)  Positive  steps  to  assure  that  in¬ 
stallation  services  will  be  available.  ’These 
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may  be  provided  by  the  contractor  in* 
stalling  ^e  system,  local  plumbing  com¬ 
panies,  or  small  contractors. 

(3)  Aggressive  action  to  see  that  all 
signed  users  can  finance  their  coimec- 
tions.  This  might  require  collection  of 
sufficient  user  contributions  to  finance 
connections.  Extreme  cases  might  neces¬ 
sitate  additional  loan  and  grant  funds 
for  this  purpose;  however,  such  funds 
should  be  used  only  when  absolutely 
necessary. 

(b)  Letter  of  conditions.  If  the  pro¬ 
posal  appears  to  be  sound  and  proper, 
the  approval  official  will  prepare  a  letter 
of  conditions  listing  all  requirements 
which  the  applicant  must  agree  to  meet 
within  a  specified  time.  All  letters  of  con¬ 
ditions  will  be  addressed  to  the  applicant, 
signed  by  the  Coxmty  Supervisor,  and 
mailed  or  handed  to  the  appropriate  ap¬ 
plicant  representatives  by  the  County 
Supervisor. 

(1)  Requirements  listed  in  letters  of 
conditions  for  FHA  loans  or  FHA  loan 
and  grant  combinations  will  ordinarily 
include  those  relative  to: 

(1)  Maximum  amount  of  loan  or  grant 
which  may  be  considered. 

(ii)  Term  of  loan  and  any  deferment. 

(iii)  Niunber  of  users  (members)  and 
verification  required. 

(iv)  Contributions. 

(v)  Interim  financing. 

(vi)  Security  requirements. 

(vii)  Title  to  property. 

(viil)  Organization. 

(ix)  Business  operations. 

(X)  Insurance  and  bonding. 

(xi)  Construction  contract,  documents, 
and  bidding. 

(xii)  Accounts,  records,  and  audit  re¬ 
ports  required. 

(xiii)  Advertising  for  private  lenders 
and  execution  of  loan  agreement  by  tax- 
exempt  public  body  applicants. 

(xiv)  Adoption  of  Form  FHA  442-9, 
“Association  Loan  Resolution,”  for  other 
than  public  bodies. 

(XV)  Closing  instructions. 

(xvi)  Other  requirements  which  must 
be  met  and  forms  to  be  completed. 

(2)  Letters  of  conditions  for  grants 
only  (no  FHA  loan)  applicants  ordinarily 
wdll  be  concerned  only  with  those  mat¬ 
ters  necessary  to  assure  that  the  proposed 
development  is  completed  in  accordance 
with  approved  plans;  that  such  grant 
funds  are  expended  for  authorized  pur¬ 
poses;  and,  that  the  terms  of  the  grant 
agreement  are  complied  with. 

(3)  Each  letter  of  conditions  will  con¬ 
tain  the  following  as  the  first  three  para¬ 
graphs; 

This  letter  establishes  conditions  which 
must  be  understood  and  agreed  to  by  you 
before  further  consideration  may  be  given 
to  the  application. 

This  letter  Is  not  to  be  considered  as 
(loan)  (and)  (grant)  approval  or  as  a  repre¬ 
sentation  as  to  the  availability  of  funds. 
The  docket  may  be  completed  on  the  basis 


of  a  (loan  not  to  exceed  $ - )  (and) 

(grant  not  to  exceed  $ - ).  If  FHA 


makes  the  loan,  the  Interest  rate  wUl  be  that 
charged  by  FHA  at  the  time  of  the  loan 
approval. 

Please  complete  and  return  the  attached 
Form  FHA  442-46,  “Letter  of  Intent  to  Meet 


Conditions,’*  If  you  desire  that  further  con¬ 
sideration  be  given  your  application. 

(c)  Project  summary.  Upon  authoriz¬ 
ing  the  County  Supervisor  to  issue  the 
letter  of  conditions,  the  State  Director 
will  immediately  forward  one  copy  of 
Form  FHA  442-45,  “Project  Summary — 
Water,  and  Waste  Disposal,”  and  Form 
FHA  424-14  and/or  Form  FHA  424-15 
to  the  National  Office,  Attn.;  Community 
Services  Division. 

(d)  Docket  processing.  Docket  proc¬ 
essing  will  be  accomplished  expedi¬ 
tiously  and  in  accordance  with  the  fol¬ 
lowing: 

(1)  The  County  Supervisor  wall  for¬ 
ward  the  docket  to  the  State  Director  for 
review.  The  State  Director  will  prepare 
the  letter  of  conditions  and  forward  it 
to  the  County  Supervisor  along  wdth  a 
memorandum  authorizing  the  County 
Supervisor  to  sign  the  letter  of  condi¬ 
tions.  The  County  Supervisor  wdll  pro¬ 
ceed  in  accordance  with  subparagraph 
(3)  of  this  paragraph. 

(2)  If  National  Office  authorization  is 
required  for  loan  or  grant  approval  the 
State  Director  will: 

(i)  Forward  to  the  National  Office  only 
the  following  material  assembled  in  the 
following  order  from  top  to  bottom: 

(а)  Transmittal  memorandum  includ¬ 
ing: 

(1)  Recommendation. 

(2)  Position  of  the  project  on  the  cur¬ 
rent  processing  schediile. 

(3)  Date  that  you  expect  to  obligate 
fimds. 

(4)  If  the  request  is  for  an  increase  in 
the  amount  of  loan  or  grant,  indicate 
whether  the  loan  or  grant  has  been  ob¬ 
ligated  and,  if  obligated,  the  date  of  each 
obligation. 

(5)  If  the  request  is  for  a  subsequent 
loan  and/or  grant,  indicate  the  date  the 

'initial  loan  and  grant  funds  were  obli¬ 
gated.  If  the  initial  loan  and  grant  have 
been  closed,  indicate  the  date  of  loan 
closing. 

(б)  If  the  request  is  for  an  increase  in 
the  amount  of  the  loan  and  the  grant  is 
not  being  increased,  indicate  the  changes 
in  economic  conditions  that  will  enable 
the  users  to  pay  higher  user  rates  than 
previously  established. 

(7)  If  the  project  is  dependent  on  a 
grant  from  another  Federal  agency. 
State,  or  other  source,  indicate  source 
and  if  a  commitment  for  the  grant  has 
been  made  from  the  other  source. 

(3)  If  loan  request  is  for  a  subsequent 
loan,  indicate  amount  outstanding  and 
repayment  status  of  such  loan. 

(9)  Any  other  unusual  circumstances 
that  should  be  brought  to  the  attention 
of  the  National  Office. 

(b)  Copies  of  the  following; 

(1)  Proposed  letter  of  conditions. 

(2)  Comments  from  the  applicable 
State,  Regional,  and  metropolitan  clear¬ 
inghouses. 

(3)  Form  FHA  442-45. 

(4)  Form  FHA  442-7. 

(5)  Prelin^ary  Engineering  Report. 

(6)  Forms'  FHA  424-14  and/or  FHA 
424-15. 

(7)  Map  of  area  to  show  relation  of 
the  proposed  project  to  the  nearest  urban 
area.  A  copy  of  a  road  map  may  be  used. 
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(8)  Form  FHA  442-3,  “Balance 
Sheet.” 

(9)  Other  forms  and  documents  on 
which  there  are  specific  questions.  No 
other  forms  or  documents  are  to  be  sub¬ 
mitted. 

(ii)  Send  the  County  Supervisor  and 
District  Supervisor  an  information  copy 
of  his  transmittal  memorandum. 

(iii)  On  receipt  of  National  Office  au¬ 
thorization  to  approve,  the  State  Direc¬ 
tor  and  County  Supervisor  will  proceed 
as  in  subparagraph  (1)  of  this  para¬ 
graph,  If  after  construction  bids  are 
opened  it  is  found  that  the  project  costs 
will  exceed  the  amounts  on  which  the 
National  Office  authorization  is  based 
and  such  costs  cannot  be  reduced  by 
negotiation,  redesign,  use  of  bid  alter¬ 
nates,  or  other  means,  the  amounts  of 
the  loan  and  grant  (either  or  both)  may 
be  increased  up  to  10  percent  without 
further  approval  of  the  National  Office. 

(3)  The  County  Supervisor  will  sign 
the  letter  of  conditions,  discuss  its  re¬ 
quirements  with  applicant  representa¬ 
tives,  and  afford  them  an  opportunity  to 
execute  Form  FHA  442-46. 

(i)  If  the  applicant  declines  to  execute 
Form  FHA  442-46,  the  County  Super¬ 
visor  will  immediately  notify  ^e  State 
Director  and  provide  him  complete  in¬ 
formation  as  to  the  reasons  for  such  dec¬ 
lination.  He  wdll  provide  the  Ettstrict 
Supervisor  with  an  information  copy  of 
his  report. 

(ii)  If  the  applicant  executed  Form 
FHA  442-46,  the  County  Supervisor  will 
complete  Form(s)  FHA  442-14,  "Associa¬ 
tion  Project  Fund  Analysis,”  Form  FHA 
440-1,  “Payment  Authorization,”  and 
Form  FHA  440-3,  “Record  of  Actions,” 
and  forward  the  original  and  one  copy 
of  (each)  Form  FHA  442-14  and  Forms 
FHA  440-1  and  FHA  440-3  to  the  State 
Director. 

(4)  The  County  Supervisor  will  assist 
all  applicants  in  the  completion  of  their 
dockets.  Completed  dockets  will  be  for¬ 
warded  to  the  State  Director  for  review 
and  transmittal  to  the  CGC  for  prep¬ 
aration  of  closing  instructions. 

(5)  The  State  Director  is  responsible 
for  approval  of  all  construction  con¬ 
tracts,  utilizing  the  legal  advice  and 
guidance  of  the  OGC  where  necessary. 

(6)  The  CX3C  will  forward  all  closing 
instructions  to  the  State  Office  where 
they  will  be  reviewed  and  forwarded  to 
the  County  Supervisor, 

(e)  Obligating  funds.  State  Directors 
may  obligate  funds  when  they  are  avail¬ 
able  and  in  accordance  with  the 
following: 

(1)  Funds  may  not  be  obligated  until 
the  applicant  has  legal  authority  to  con¬ 
tract  for  a  loan  or  grant  and  enter  into 
the  required  agreements.  Funds  must 
be  obligated  in  multiples  of  $100. 

(2)  The  approval  official  must  have 
executed  a  completed  copy  of  Form  FHA 
440-1  and  mailed  or  handed  an  executed 
completed  copy  to  the  applicant.  The 
original  and  cme  copy  must  be  sent  to 
the  Finance  Office. 

(3)  If  approval  was  authorized  by  the 
National  Office,  a  copy  of  the  memoran¬ 
dum  authorizing  approval  will  be  at¬ 
tached  to  the  original  of  Form  FHA 
440-3. 
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(4)  When  iise  of  fund  reservation  re¬ 
quest  procedures  are  required,  the  State 
Director  will  forward  the  original  and 
one  copy  of  (each)  Form  FHA  442-14  to 
the  Finance  OfiBce  for  fund  reservation. 
The  Finance  Office  will  return  the  cop:* 
of  (each)  Form  FHA  442-14  stamped 
“P\mds  Reserved,  date”  to  the  State  Di¬ 
rector  as  soon  as  funds  are  available  for 
the  project.  When  the  State  Director  re¬ 
ceives  notice  that  fimds  are  reserved, 
he  will  forward  the  press  release  to  the 
National  Office  and  cause  the  obligating 
documents  to  be  executed  and  distributed 
in  accordance  with  applicable  instruc¬ 
tions.  Obligating  documents  must  be  for¬ 
warded  to  the  Finance  Office  within  15 
days  after  receipt  of  the  notice  that  funds 
are  reserved.  If  it  is  determined  that  the 
fimds  should  not  be  obligated,  a  memo¬ 
randum  will  be  sent  to  the  Finance  Office 
to  cancel  the  reservation  of  funds. 

§  1823.24  Stale  Office  controls. 

Each  State  Director  will  establish  and 
maintain  sufficient  records  to  assure  ade¬ 
quate  supervision  of  his  loan  and  grant 
allocations.  Such  records  should  be  main¬ 
tained  for  each  type  of  fund  and  pur¬ 
pose  (for  example,  direct  loans — waste 
disposal)  and  should  contain  at  least  the 
following;  Amount  of  allocations,  date 
initial  and  subsequent  allocations  re¬ 
ceived;  amount  reserved  for  use  through 
the  issuance  of  a  letter  of  conditions, 
along  vith  the  name  of  the  applicant, 
date  funds  will  likely  be  needed:  amounts 
and  dates  of  obligations  showing  the 
name  of  the  applicant  and  the  date  funds 
will  likely  be  needed:  and,  current  totals 
unreserved  and  unobligated. 

(a)  It  is  necessary  that  State  Directors 
maintain  processing  schedules  current 
and  keep  their  District  and  County  Su¬ 
pervisors  currently  informed  regarding 
those  applications  which  are  to  be  proc¬ 
essed  and  the  availability  of  funds  for 
such  applications. 

(b)  Form  FHA  440-36,  “Association  or 
Organization  Activity  Card,”  Mill  be 
maintained  for  each  applicant. 

§  1823.23  Preparation  for  loan  and 
grant  clo.>iing. 

(a)  Preparation  lor  closing.  Upon  re¬ 
ceipt  of  closing  instructions,  the  County 
Supervisor  will: 

(1)  Discuss  with  the  association’s  gov¬ 
erning  body  and  its  architect  or  engineer, 
attorney,  and  other  appropriate  associ¬ 
ation  representatives,  the  requirements 
contained  therein  and  any  actions  neces¬ 
sary  to  proceed  with  closing. 

(2)  Hand  the  association  officers  three 
copies  of  the  closing  instructions. 

(3)  Plan  carefully  with  association  of¬ 
ficers  the  timing  of  all  steps  to  be  taken 
before  closing. 

(b)  User  (member)  and  cash  contri¬ 
bution  audit  and  verification.  'The  State 
Director  will  require  a  member  of  his  im¬ 
mediate  staff  or  the  District  Supervisor 
to  authenticate  the  number  of  users  ob¬ 
tained.  Such  individual  will  review  each 
signed  user  agreement  and  check  evi¬ 
dence  of  cash  contributions.  If  during 
his  review,  he  receives  any  indication 
that  all  signed  users  may  not  connect  to 
the  system,  he  will  make  such  additional 


investigation  as  he  deems  necessary  to 
determine  the  number  of  users  who  will 
connect  to  the  system.  He  will  record  his 
determination  in  a  memorandum  to  the 
State  Director  in  which  he  will  state  at 
least  the  following: 

(1)  He  has  reviewed  all  signed  users 
agreements  and  evidence  of  cash  con¬ 
tributions  and  has  determined  that  the 
number  of  signed  users  and  the  cash  con¬ 
tributions  equal  or  exceed  the  require¬ 
ments  set  forth  in  the  letter  of 
conditions. 

(2)  The  results  of  any  additional  in¬ 
vestigations  he  may  have  made. 

(3)  All  other  requirements  for  closing 
have  been  met. 

(4)  If  for  any  reason  the  signed  user 
agreements  or  the  cash  contributions  are 
less  than  those  required  by  the  letter  of 
conditions,  he  will  forward  a  memoran¬ 
dum  to  the  State  Director  setting  forth 
his  recommendations.  The  State  Direc¬ 
tor  will  review  the  findings  and  arrange 
for  such  further  investigation  as  he 
deems  necessary.  He  may  find  that  the 
applicant  needs  additional  time  to  sign 
more  users  or  that  the  project  may  be 
feasible  with  fewer  users  and  increased 
rates.  If  the  State  Director  determines 
that  a  rate  adjustment  is  necessary,  he 
M’ill  notify  the  County  Supervisor  to  have 
the  applicant  present  a  new  budget. 
There  may  be  cases  where  the  State 
Director  will  determine  that  there  is  in¬ 
sufficient  interest  on  the  part  of  the  po¬ 
tential  users  and  that  the  applicant  is 
not  ready  for  a  system.  In  such  cases, 
the  applicant  will  be  notified  by  letter. 

(c)  Preloan  closing  compliance  re¬ 
view.  The  staff  member  or  District  Su¬ 
pervisor  conducting  the  audit  and  verifi¬ 
cation  required  by  paragraph  (b)  of  this 
section,  will  also  complete  Form  FHA 
400-8,  “Annual  Compliance  Review.”  A 
copy  of  the  form  M’ill  be  forwarded  to  the 
State  Director  and  a  copy  filed  in  the 
County  Office  docket. 

(d)  Determining  whether  the  project 
can  be  constructed  within  estimate.  If  it 
appears  that  the  applicant  will  be  able 
and  is  ready  to  meet  the  closing  require¬ 
ments,  the  State  Director  must  deter¬ 
mine  whether  the  facility  likely  can  be 
constructed  for  an  amount  within  the 
estimate.  In  order  to  make  this  deter¬ 
mination,  he  may  require  that  construc¬ 
tion  contract  bids  be  invited  and  opened 
prior  to  further  processing.  Construc¬ 
tion  contract  bids  will  be  invited  and 
opened  in  all  cases  prior  to  loan  and 
grant  closing,  unless  an  exception  is 
made  by  the  State  Director.  This  will  be 
accomplished  in  accordance  with  the  re¬ 
quirements  of  this  subpart. 

(e)  Determining  availability  of  loan 
funds  from  other  sources  at  reasonable 
rates  and  terms.  Each  tax-exempt  public 
body  applicant  for  a  loan  in  excess  of 
$50,000  will  be  required  to  offer  its  bonds 
for  sale  as  soon  as  it  has  been  deter¬ 
mined  that  the  facility  can  be  completed 
within  the  estimate. 

(1)  FHA  will  not  normally  submit  a 
bid  at  the  advertised  sale  unless  State 
statutes  require  a  bid  to  be  submitted. 
Preferably,  FHA  Mill  negotiate  the  pur¬ 
chase  with  the  applicant  subsequent  to 
the  advertised  sale  if  no  acceptable  bid 
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is  received.  In  those  cases  where  FHA  is 
required  to  bid,  the  bid  will  be  made  at 
the  applicable  FHA  Interest  rate.  If  there 
is  more  than  one  acceptable  bid  offering 
the  same  net  interest  cost,  the  applicant 
may  negotiate  with  these  bidders  in  se¬ 
lecting  a  lender.  However,  if  FHA  is  not 
making  the  loan  or  a  grant,  it  need  not 
be  concerned  with  such  negotiations. 

(2)  Appendix  3,  §  1823.53  contains  in¬ 
structions  pertaining  to  notices  of  sale, 
advertising,  and  other  information  rela¬ 
tive  to  the  sale  of  bonds. 

(f)  Notification  to  bidders.  Whenever 
certified  checks  or  other  forms  of  bid 
deposits  are  required  in  connection  with 
an  advertised  sale  of  bonds,  the  County 
Supervisor  must  make  certain  that  the 
deposits  of  the  unsuccessful  bidders  are 
returned  inunediately  upon  formal  de¬ 
termination  of  the  successful  bidder.  Un¬ 
der  no  circumstances  should  such  checks 
or  other  forms  of  bid  deposits  be  de¬ 
stroyed.  Use  Form  FHA  442-27,  “Notice 
to  Successful  Bidder,”  and  Form  FHA 
442-26,  “Notice  to  Unsuccessful  Bidder,” 
to  notify  successful  and  unsuccessful 
bidders.  All  such  notifications  will  be 
signed  by  the  association.  The  State  Di¬ 
rector  will  sign  the  approval  on  the  noti¬ 
fication  to  the  successful  bidder,  if  he 
approves  the  bid.  As  soon  as  each  sale 
has  been  held  the  State  Director  will  for¬ 
ward  a  compilation  of  bids  received  to 
the  National  Office. 

(g)  Ordering  loan  checks.  Checks  will 
not  be  ordered  until : 

(1)  The  signed  copy  of  Form  FHA 
440-3  has  been  received  from  the  Finance 
Office. 

(2)  The  association  has  complied  with 
approval  conditions  and  closing  instruc¬ 
tions,  except  for  those  actions  which  are 
to  be  completed  on  the  date  of  loan 
closing  or  subsequent  thereto. 

(3)  The  association  is  ready  to 
start  construction  or  proceed  with 
development. 

(4)  No  increase  or  decrease  in  the 
amount  of  the  loan  or  grant  is  con¬ 
templated.  If  it  becomes  evident  at  or 
before  closing  that  the  amount  of  the 
funds  should  be  decreased  or  increased, 
the  County  Supervisor  will  request  that 
all  distributed  docket  forms  be  returned 
to  him  for  revision  and  proceed  with  the 
revised  docket. 

(5)  For  a  direct  loan  or  grant  the 
County  Supervisor  will  check  the  block 
for  issuance  of  the  check  on  a  copy  of 
Form  FHA  440-3,  sign  the  form,  hisert 
the  date  of  signature,  and  forward  it  to 
the  Finance  Office.  For  loans  or  grants 
with  more  than  one  advance,  an  extra 
copy  of  Form  FHA  440-3  will  be  pre¬ 
pared  and  submitted  to  the  Finance 
Office  for  each  subsequent  advance. 

(6)  Order  insured  loan  checks  in  ac¬ 
cordance  with  Part  1812  of  this  chapter. 

(h)  Ordering  development  grant 
checks.  The  policy  of  FHA  is  not  to  dis¬ 
burse  grant  funds  from  the  Treasury 
until  they  are  actually  needed  by  the 
applicant.  If  grant  funds  are  available 
from  other  agencies  and  they  are  trans¬ 
ferred  to  the  Finance  Office  for  disburse¬ 
ment  by  FHA,  these  grant  funds  should 
be  used  before  FHA  grant  funds. 
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(1)  In  order  to  comply  with  this  pol¬ 
icy,  the  County  Supervisor  will  send  the 
Finance  Office  a  request  for  a  grant 
check  so  that  the  check  will  be  received 
in  the  Coimty  Office  not  more  than  10 
days  before  the  estimated  date  the  appli¬ 
cant  will  expend  the  grant  funds.  If  the 
Coimty  Supervisor,  upon  receiving  a 
grant  check  after  the  grant  is  closed, 
determines  that  more  than  20  days  will 
elapse  before  the  first  grant  funds  are 
needed  by  the  applicant,  he  will  return 
the  check  to  the  Regional  Disbursing 
Center,  U.S.  Treasury  Department,  Post 
Office  Box  2509,  Kansas  City,  MO  64142, 
and  specify  a  remailing  date. 

(2)  All  grant  funds  which  the  appli¬ 
cant  will  expend  within  a  30-day  period 
will  be  included  in  one  advance.  When 
the  amount  of  the  grant  does  not  exceed 
$20,000,  the  entire  grant  will  be  dis¬ 
bursed  in  one  advance.  When  neither  of 
the  foregoing  situations  prevails,  multi¬ 
ple  advances  will  be  made  to  effect  the 
procedure  outlined  in  subparagraph  (1) 
of  this  paragraph,  except  that  when  the 
balance  is  $20,000  or  less,  the  remain¬ 
ing  grant  fun^  may  be  drawn  in  one 
advance. 

(i)  Interim  financing  from  commercial 
sources.  In  all  cases  of  FHA  loans,  ex¬ 
ceeding  $50,000,  to  public  bodies  and  non¬ 
public  l^ies,  where  it  is  possible  for 
funds  to  be  borrowed  at  reasonable  in¬ 
terest  rates  on  an  interim  basis  from 
commercial  sources  for  the  construction 
period,  such  interim  financing  will  be  ob¬ 
tained  so  as  to  preclude  the  necessity  for 
multiple  advances  of  FHA  funds.  Interim 
commercial  financing  is  not  required  for 
that  portion  of  the  project  to  be  financed 
with  a  development  grant.  When  interim 
commercial  financing  is  used,  the  docket 
will  be  processed — including  obtaining 
construction  and  bond  bids — to  the  stage 
where  the  FHA  loan  would  normally  be 
closed,  that  is  immediately  prior  to  the 
start  of  construction.  FHA  loan  and 
grant  funds  will  be  obligated  before  the 
applicant  proceeds  with  the  final  ar¬ 
rangements  for  interim  commercial  fi¬ 
nancing.  The  FHA  State  Director  or 
County  Supervisor  may  deliver  a  copy 
of  Form  FHA  440-1  as  evidence  of  the 
FHA  commitment,  if  necessary,  or  a 
letter  stating  that  funds  in  specified 
amounts  have  been  obligated  and  will  be 
available  to  retire  the  interim  financing 
if  the  applicant  complies  with  the  ap¬ 
proval  conditions.  FHA  will  assume  the 
same  responsibilities  as  if  FHA  funds  had 
been  advanced  from  the  standpoint  of 
approving  construction  contracts  and 
the  supervision  of  construction.  The 
supervised  bank  account  will  normally 
not  be  used  for  funds  obtained  through 
interim  commercial  financing.  However, 
the  County  Supervisor  will  approve  Form 
FHA  424-18,  “Partial  Payment  Esti¬ 
mate,”  to  insure  that  funds  are  used  for 
authorized  purposes.  When  the  interim 
financing  funds  have  been  expended,  the 
FHA  loan  will  be  closed  and  permanent 
instruments  will  be  Issued  to  evidence 
the  FHA  indebtedness.  The  FHA  loan 
proceeds  will  be  used  to  retire  the  interim 
commercial  indebtedness.  Before  the 
FHA  loan  is  closed,  the  applicant  will  be 


required  to  provide  the  County  Super¬ 
visor  with  statements  from  the  contrac- 
tor(s),  engineer  and  attorney  that  they 
have  been  paid  to  date  in  accordance 
with  their  contracts  or  other  agreements. 

(j)  Multiple  advances  of  FHA  loan 
funds.  In  the  event  interim  commercial 
financing  is  not  available,  multiple  ad¬ 
vances  of  FHA  loan  funds  are  required. 
Multiple  advances  will  be  used  in  such 
cases  for  all  loans  in  excess  of  $50,000. 
Advances  will  be  made  only  as  needed  to 
cover  disbursements  required  by  the 
borrower  over  a  30-day  period.  Advances 
should  not  exceed  24  in  number  nor 
extend  longer  than  2  years  beyond  loan 
closing.  Normally,  the  retained  percent¬ 
age  withheld  from  the  contractor  to  as¬ 
sure  construction  completion  will  be  in¬ 
cluded  in  the  last  advance. 

(1)  Appendix  3,  §  1823.53  contains  in¬ 
structions  for  making  advances  to  public 
bodies. 

(2)  Nonpublic  bodies  will  evidence 
their  indebtedness  by  using  Form  FHA 
440-22,  “Promissory  Note  (Association 
or  Organization) .” 

(i)  For  insured  loans,  notes  will  be 
issued  in  amounts  not  to  exceed  $500,000 
or  that  amount  estimated  necessary  for 
an  8-month  construction  period,  which¬ 
ever  is  smaller.  For  example,  when  it 
appears  that  construction  will  require 
from  8  to  16  months,  two  notes  will  be 
used.  If  it  appears  that  construction  will 
require  more  than  16  months,  three  notes 
will  be  used.  The  first  note  will  be  for 
the  amount  estimated  to  be  needed  dur¬ 
ing  the  first  8  months.  The  second  note 
will  be  for  the  balance  of  the  loan  if  it 
estimated  that  construction  will  be  com¬ 
pleted  in  16  months,  or  for  the  amount 
estimated  to  be  needed  the  second  8 
months  if  it  appears  that  construction 
will  require  more  than  16  months.  In 
these  cases,  the  third  note  will  be  for  the 
balance  of  the  loan.  In  any  event,  no 
note  may  exceed  $500,000.  This  may  re¬ 
quire  more  than  three  notes. 

(ii)  For  direct  loans,  only  one  note 
will  be  used  to  evidence  the  total  amount 
of  the  loan. 

(3)  Loan  funds  will  be  included  to  pay 
interest  in  accordance  with  §  1823.5(b) 
and  also  interest  on  interim  commercial 
financing.  Funds  to  pay  interest  will  be 
included  in  the  last  advance  made  prior 
to  each  interest  payment  date. 

(4)  When  FHA  provides  loan  funds 
during  the  construction  period  using  in¬ 
terim  financing  instruments  described 
in  Appendix  3,  §  1823.53,  the  following 
action  will  be  taken  prior  to  issuance  of 
the  permanent  instruments. 

(i)  The  Finance  Office  will  be  noti¬ 
fied  of  the  anticipated  date  for  the  re¬ 
tirement  of  the  interim  instruments  and 
the  issuance  of  permanent  instruments 
of  debt. 

(ii)  The  Finance  Office  will  prepare  a 
statement  of  account  including  accrued 
interest  through  the  proposed  date  of  re¬ 
tirement  and  also  show  the  daily  interest 
accrual.  The  statement  of  account  and 
the  interiifi  financing  instruments  will  be 
forwarded  to  the  County  Supervisor. 

(ill)  The  County  Supervisor  will  col¬ 
lect  interest  through  the  actual  date  of 


the  retiremait  and  obtain  the  permanent 
instrument(s)  of  debt  in  exchange  for 
the  Interim  financing  instruments.  The 
permanent  instruments  and  the  cash  col¬ 
lection  will  be  forwarded  to  the  Finance 
Office  immediately.  In  developing  the 
permanent  instruments  the  sequence  of 
preference  set  out  in  Appendix  3, 
§  1823.53  wUl  be  followed. 

(5)  Advances  will  be  requested  in  suffi¬ 
cient  amounts  to  insure  that  ample 
funds  will  be  on  hand  to  pay  costs  of 
construction,  rights-of-way  and  land, 
legal,  engineering,  interest,  and  other  ex¬ 
penses  as  needed.  The  association  will 
prepare  Form  FHA  440-11,  “Estimate  of 
Funds  Needed,”  to  show  the  amount  of 
funds  needed  during  the  30-day  period. 
After  the  County  Supervisor  determines 
that  the  estimate  prepared  by  the  asso¬ 
ciation  is  adequate,  he  will  request  the 
advance  by  executing  and  forwarding  to 
the  Finance  Office,  Form  FHA  440-3.  For 
instance,  with  a  loan  of  $200,000,  ad¬ 
vances  will  be  made  as  follows:  Assum¬ 
ing  that  the  loan  will  be  closed  on  July  1, 
the  association  will  complete  Form  FHA 
440-11  in  sufficient  time  so  that  funds 
will  be  available  on  the  day  of  loan  clos¬ 
ing.  The  estimate  should  be  broken  down 
for  the  first  advance  in  a  manner  similar 
to  the  following: 


Construction _ $43, 000 

Land  acquisition _  10, 000 

Engineering _  14, 000 

Legal  _  3,000 


Total . .  70, 000 


An  advance  in  the  amount  of  $70,000 
would  then  be  available  on  July  1,  the 
day  of  loan  closing.  The  second  advance 
will  also  be  based  on  the  association’s 
estimate  prepared  on  Form  FHA  440-11 
and  will  be  prepared  in  sufficient  time  so 
that  the  estimated  amount  of  funds  will 
be  available  on  August  1.  Hiis  estimate 
of  fimds  might  be  broken  down  as  fol¬ 
lows: 


Construction _ $19, 600 

Engineering  fees _  400 

Total . .  20,  000 


The  same  routine  will  be  followed  for 
each  advance  until  the  project  is  com¬ 
pleted.  In  this  example,  the  initial  prin¬ 
cipal  payment  will  be  deferred  until  the 
second  January  1  following  loan  closing. 
Loan  funds  for  the  payment  of  interest 
due  on  January  1,  will  be  requested  in 
sufficient  time  to  be  available  in  the 
December  advance. 

(6)  Any  deviation  from  the  procedure 
for  multiple  advances  of  FHA  loan  funds 
must  have  the  prior  approval  of  the  Na¬ 
tional  Office. 

(k)  Borrower  and  grant  recipients  re¬ 
ceiving  funds  from  other  agencies. 
County  Supervisors  will  be  sure  that  FHA 
borrowers  and  grant  recipients  expecting 
funds  from  other  agencies  such  as  EDA, 
EPA,  and  others  for  use  in  completing 
projects  being  partially  financed  with 
FHA  funds  have  evidence  that  funds 
from  such  other  agencies  will  be  availa¬ 
ble  at  the  time  needed  for  construction 
of  the  project  before  closing  tiie  FHA 
loan  or  grant.  If  there  are  any  questions 
regarding  the  availability  of  such  funds, 
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the  County  Supervisor  will  report  the 
complete  circumstances  to  the  State  Di¬ 
rector  and  request  instructions  for  pro¬ 
ceeding. 

§  1823.26  Loan  and  grant  rioting. 

Loans  and  grants  will  be  closed  in  ac¬ 
cordance  with  the  closing  Instructions 
Issued  by  the  OGC  as  soon  as  possible 
after  receiving  the  check.  A  grant  may 
be  closed  in  accordance  with  instructions 
of  the  OGC  as  soon  as  the  required  in¬ 
struments,  including  the  grant  agree¬ 
ment  and  any  other  necessary  instru¬ 
ments  have  been  executed. 

(a)  Authority  to  execute,  file,  and  rec¬ 
ord  legal  instruments.  Properly  bonded 
County  Office  employees  are  authorized 
to  execute  and  file  or  record  any  legal 
instruments  necessary  to  obtain  or  pre¬ 
serve  security  for  association  loans.  Ihis 
Includes,  as  appropriate,  mortgages  and 
other  lien  instruments,  as  well  as  affi¬ 
davits,  acknowledgments,  and  other 
certificates. 

(b)  Preparation  of  mortgages.  Unless 
otherwise  required  by  State  law,  or  an 
exertion  Is  approved  by  the  State  Di¬ 
rector  with  advice  of  the  OGC,  only  one 
mortgage  will  be  taken  even  though  the 
Indebtedness  is  to  be  evidenced  by  more 
than  one  note. 

(c)  Preparation  of  promissory  notes 
and  bonds.  Notes  and  bonds  will  be  com¬ 
pleted  to  the  extent  possible  on  the  date 
of  loan  closing.  The  amoimt  of  each  note 
or  bond  will  be  in  multiples  of  $100. 

( 1 )  Form  FHM  440-22,  will  be  used  for 
loans  to  nonpublic  bodies. 

(2)  Appendix  3,  §  1823.53  contains  in¬ 
structions  for  preparation  of  notes  and 
bonds  evidencing  indebtedness  of  public 
bodies. 

(3)  The  following  types  of  provisions 
in  Instnunents  of  debt  should  be  avoided: 

(1)  Requirement  that  the  holder  man¬ 
ually  post  each  payment  to  the  instru¬ 
ment. 

(ii)  Requirement  for  returning  the  in¬ 
strument  to  the  borrower  in  order  that 
tt,  rather  than  FHA,  may  post  the  date 
and  amount  of  each  multiple  advance  or 
repayment  on  the  instrument. 

(d)  Source  of  funds  for  insured  loans. 
(1)  All  insured  loans  to  public  bodies  will 
be  made  from  the  ACIP  and  will  not  be 
offered  to  local  lenders. 

(2)  For  insured  loans  to  other  than 
public  bodies,  see  Parts  1812  and  1873 
of  this  chapter. 

(e)  Obtaining  development  grant 
agreement.  Form  FHA  442-31,  “Associa¬ 
tion  Water  or  Sewer  System  Grant 
Agreement,”  will  be  completed  and  ex¬ 
ecuted  in  accordance  with  requirements 
of  approval  and  closing  instructions. 
Both  County  Supervisors  and  State  Di¬ 
rectors  are  authorized  to  sign  the  grant 
agreement  on  behalf  of  the  FHA.  For 
grants  that  supplement  FHA  loan  funds, 
the  grant  should  be  closed  simultane¬ 
ously  with  the  closing  of  the  loan.  The 
grant  will  be  considered  closed  w'hen 
Form  FHA  442-31  has  been  properly  ex¬ 
ecuted.  The  original  should  be  forwarded 
to  the  Prance  Office  Immediately  after 
execution. 

(f)  Payment  of  fees  and  costs.  Statu¬ 
tory  fees  and  other  charges  for  filing  or 


recording  mortgages  or  other  legal  in¬ 
struments,  and  notary  and  lien  search 
fees  incident  to  loan  transactions  will  be 
paid  by  the  associatiim  from  its  own 
funds  or  from  the  proceeds  of  the  loan. 
Whenever  cash  is  accepted  by  FHA  per¬ 
sonnel  to  be  used  to  i>ay  the  filing  or 
recording  fees  or  the  cost  of  making  lien 
searches.  Form  FHA  440-12,  “Acknowl¬ 
edgment  of  Payment  for  Recording, 
Lien  Search,  and  Releasing  Fees,”  will 
be  executed. 

(g)  Obtaining  insurance.  fidelity 
bonds,  and  assignments.  Required  prop¬ 
erty  insurance  policies,  liability  insur¬ 
ance  policies,  fidelity  bonds,  and  assign¬ 
ments  will  be  obtained  by  the  time  of 
loan  closing. 

(h)  Distribution  of  recorded  docu¬ 
ments.  The  originals  of  the  recorded 
deeds,  easements,  permits,  certificates  of 
water  rights,  leases,  or  other  contracts 
and  similar  documents  which  are  not  re¬ 
quired  by  the  loan  approval  official  to  be 
held  by  the  FHA  will  be  retiuned  to  the 
association. 

(i)  Posting  management  system  rec¬ 
ords.  Record  on  Form  FHA  405-10, 
“Management  System  Card — ^Associa¬ 
tion,”  any  actions  to  be  completed  sub¬ 
sequent  to  loan  closing. 

(j)  Use  of  and  accountability  for 
funds.  (1)  Loan  and  grant  fimds  and 
any  funds  fmmished  by  the  association  to 
supplement  the  loan  including  contribu¬ 
tions  to  purchase  major  items  of  equip¬ 
ment,  machinery,  and  furnishings  will 
be  deposited  and  handled  in  accordance 
with  Part  1803  of  this  chapter  in  a  bank 
in  which  deposits  are  covered  by  Federal 
Deposit  Insurance.  The  funds  so  de¬ 
posited  in  a  supervised  bank  account  are 
public  monies  under  title  12,  section  265, 
United  States  Code,  because  they  are 
subject  to  control  by  an  employee  of  the 
United  States,  and  therefore,  if  the 
amount  deposited  exceeds  $20,000  the 
bank  will  be  required  to  pledge  collateral 
security  for  such  excess  pursuant  to 
Treasury  Department  Circular  No.  176 
before  the  funds  are  deposited. 

(2)  If  the  financial  operations  of  the 
association  are  so  limited  by  State  laws, 
or  by  other  special  circumstances,  that 
use  of  a  supervised  bank  account  is  im¬ 
possible,  loan  funds  and  applicant  con¬ 
tributions  may  be  deposited  in  a  special 
bank  account  without  provision  for 
countersignatui’e  of  checks  or  warrants 
by  the  County  Supervisor.  In  such  cases, 
arrangements  must  be  agreed  upon  for 
the  prior  approval  by  the  County  Super¬ 
visor  of  the  bills  or  vouchers  upon  w’hich 
warrants  will  be  drawn  so  that  the  neces¬ 
sary  control  of  payments  from  loan  funds 
can  be  maintained  and  records  in  the 
Covmty  Office  can  be  kept  ciurent. 
Periodic  audits  of  such  accounts  should 
be  made  by  the  County  Supervisor  at 
such  times  and  in  such  manner  as  the 
State  Director  will  prescribe  in  the  con¬ 
ditions  of  loan  approval,  and  suitable  fol¬ 
lowups  should  be  established  in  the  man¬ 
agement  system.  If  the  applicable  State 
laws  contain  specific  and  mandatory  pro¬ 
visions  regulating  the  depositaries  to  be 
used,  the  security  given  by  the  depositary 
for  funds  of  the  association,  or  the  bond 


required  of  the  association,  or  the  bond 
required  of  the  association's  treasurer, 
such  requirements  should  be  comphed 
with.  If.  however,  there  are  no  such  man¬ 
datory  provisions  in  the  State  laws,  the 
State  Director  should  include  in  his  con¬ 
ditions  for  loan  approval  requirements 
for  the  protection  of  the  loan  funds  by 
the  depositary,  placing  in  escrow  or 
pledging  sufficient  obligations  of  the 
United  States  or  fiunishing  a  good  and 
sufficient  bond  by  a  reputable  surety 
company  authorized  to  do  business  in  the 
State.  If  other  types  of  protectiem  of  the 
loan  or  grant  funds  are  proposed,  they 
should  be  submitted  to  the  Administrator 
for  approval. 

(3)  Careful  accounting  is  also  neces¬ 
sary  to  see  that  FHA  loan  and  grant 
funds  will  be  used  for  authorized  pur¬ 
poses. 

(i)  It  will  be  necessary  to  make  sure 
that  the  total  grant  funds  advanced  do 
not  exceed  the  approved  percentage  of 
the  total  actual  development  cost.  Bor¬ 
rower  funds  and  loan  fimds  will  be  dis¬ 
bursed  from  the  supervised  or  special 
bank  account  before  any  grant  funds  are 
disbursed;  but  this  provision  will  be  sub¬ 
ject  to  subdivision  (iii)  of  this  sub- 
paragraph  when  funds  remain  after 
project  completion. 

(ii)  Should  loan  or  grant  funds  remain 
available  including  obUgated  funds  not 
advanced  after  all  costs  incident  to  the 
basic  project  have  been  paid  or  pro¬ 
vided  for,  such  funds  may  be  used  for 
needed  extensions,  enlargements,  and 
improvements  of  the  project  with  the 
prior  permission  of  the  State  Director.  If 
the  additional  work  is  to  be  undertaken 
by  the  contractor (s)  already  engaged  in 
the  construction  of  the  project,  the  addi¬ 
tional  work  may  be  authorized  by  a 
change  order.  If  the  amount  of  such  loan 
or  grant  funds  remaining  available  ex¬ 
ceeds  20  percent  of  the  project  cost,  the 
prior  approval  of  the  National  Office  will 
be  obtained  before  any  additional  work 
is  authorized  by  the  State  Director. 

(iii)  In  those  cases  where  funds  re¬ 
main  after  project  completion,  including 
any  expenditures  made  as  authorized  in 
subdivision  (ii)  of  this  subparagraph,  the 
remaining  balance  will  be  considered  to 
include  both  loan  and  grant  funds  and 
the  amount  of  each  will  be  in  direct 
proportion  to  the  amount  obtained  or 
obligated  from  each  source.  For  the  pur¬ 
poses  of  this  computation,  that  portion  of 
the  applicant’s  cash  contribution  which 
w’as  deposited  in  the  supervised  or  special 
bank  account  will  be  considered  a  part  of 
the  loan  proceeds.  For  example,  if  FHA 
development  grant  funds  represented  30 
percent  of  the  total  loan  and  grant 
obligations  plus  such  cash  contributions 
of  the  applicant,  30  percent  of  the  re¬ 
maining  funds  wdll  be  identified  as  FHA 
development  grant  funds. 

(iv)  Obligated  funds  and  any  borrower 
contributions  which  are  in  the  super¬ 
vised  or  special  bank  account  and  remain 
after  all  authorized  costs  have  been  pro¬ 
vided  for  will  be  disposed  cf  as  follows: 

(a)  Development  grant  funds  in  the 
amount  determined  under  subdivision 
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(ill)  of  this  subparagraph  will  be  re* 
turned  to  the  Finance  Office. 

(b)  Loan  funds  and  such  contribution 
from  the  applicant  will  be  returned  to  the 
Finance  Office  and  applied  as  a  refimd 
payment  on  the  loan  unless  other  dis¬ 
position  is  required  by  these  instructions, 
by  the  bond  ordinance  or  resolution  or  by 
State  statutes.  For  tax-exempt  bonds,  see 
Appendix  3,  §  1823.53  at  the  end  of  this 
sulKhapter. 

(c)  See  Part  1862  of  this  chapter  for 
instructions  as  to  the  method  of  return¬ 
ing  loan  and  grant  funds  to  the  Finance 
Office. 

(4)  Whenever  a  check  for  a  direct  loan 
or  grant  or  a  loan  from  the  ACIF  is  re¬ 
ceived,  lost,  or  destroyed,  the  Coimty 
Supervisor  will  take  the  appropriate  ac¬ 
tions.  Checks  which  cannot  be  delivered 
within  a  reasonable  amount  of  time,  no 
more  than  30  days,  will  be  returned  to 
the  Regional  Disbursing  Office  of  the  U.S. 
Treasiuy. 

(5)  If,  for  any  reason,  a  loan  check 
for  an  insured  loan  by  a  private  lender 
cannot  be  delivered  to  the  association,  it 
will  be  returned  to  the  lender  with  a  re¬ 
quest  for  cancellation.  When  a  loan 
check  is  lost  or  destroyed,  the  County 
Supervisor  will  notify  the  lender  im¬ 
mediately.  If  the  association  desires  that 
a  new  check  be  issued  the  lender  will  be 
requested  to  issue  a  new  check. 

(6)  When  a  loan  check  is  issued  pay¬ 
able  Jointly  to  the  association  and  the 
FHA,  the  County  Supervisor  is  author¬ 
ized  to  endorse  the  check  on  behalf  of  the 
FHA  at  the  time  of  loan  closing  as 
follows: 

Endorsed  without  recourse ; 

Fanners  Home  Administration 

By . - . 

Title . 

The  State  Director  also  is  authorized  to 
endorse  such  a  check  in  the  same  man¬ 
ner.  Authority  to  endorse  such  checks 
in  no  way  relates  to  or  modifies  the  reg¬ 
ulations  contained  in  Part  1862  of  this 
chapter,  regarding  collection  items,  or 
the  endorsement  of  such  items. 

(7)  In  those  cases  where  there  are 
funds  in  the  construction  accoimt,  that 
is  the  supervised  bank  account  or  special 
accoimt,  which  are  not  immediately 
needed  for  the  pasunent  of  development 
costs,  excess  funds  may  be: 

(i)  Deposited  in  an  interest-bearing 
account  in  a  bank  (but  not  in  a  savings 
and  loan  association)  which  has  quali¬ 
fied  as  a  designated  depository  imder 
S  1823.19(b) .  The  account  of  deposits  will 
be  in  the  name  of  the  association  and 
the  FHA  County  Supervisor,  by  title, 
under  a  three-party  deposit  agreement 
executed  by  the  association,  the  bank, 
and  the  County  Supervisor.  Use  Form 
FHA  402-4,  “Interest-Bearing  Deposit 
Agreement.”  The  original  of  such  three- 
party  a^eement  will  be  delivered  to  the 
association,  a  signed  copy  will  be  placed 
on  file  with  the  bank,  a  signed  copy  will 
be  placed  in  the  association’s  case  file, 
and  a  conformed  copy  will  be  attached 
to  any  certificate(s)  of  deposit  which 
may  be  issued  to  represent  such  deposits. 

(ii)  Used  by  the  association  to  pur¬ 
chase  insured  notes  or  bonds  held  by  the 


FHA  in  the  ACIF,  if  any  such  notes  are 
available  under  any  purchase  policy  then 
in  effect.  Upon  such  purchase,  the  asso¬ 
ciation  will  sign  a  written  agreement 
that  it  will  not  sell  or  assign  the  obliga¬ 
tions  purchased  without  the  approval  of 
the  FHA,  and  that  the  proce^  of  any 
such  resale  will  be  reinvested  in  similar 
obligations  or  will  be  deposited  under  the 
same  conditions  as  original  loan  funds 
are  deposited.  For  associations  contem¬ 
plating  the  purchase  of  insured  notes  or 
bonds.  State  Directors  will  contact  the 
Director,  Finance  Office,  well  in  advance 
of  loan  closing  to  determine  that  such 
notes  will  be  available  for  purchase  on 
terms  which  will  permit  the  association 
to  obtain  cash  when  needed  for  author¬ 
ized  loan  purposes. 

(iii)  Invested  in  obligations  of  the 
United  States  or  in  other  obligations  in 
which  political  subdivisions  of  the  State 
are  authorized  to  invest  under  applicable 
statutes  (this  is  equally  applicable  to 
corporation  borrowers)  with  prior  ap¬ 
proval  of  the  State  Director.  Before  ap¬ 
proving  such  a  request  from  the  bor¬ 
rower,  the  State  Director  must  be  satis¬ 
fied  that  adequate  provisions  are  made 
for  continued  FHA  control  over  such  in¬ 
vestments.  For  bearer  obligations  this 
may  be  accomplished  by  an  escrow  agree¬ 
ment  with  the  depository  bank  whereby 
the  bank  agrees  to  retain  custody  of  the 
bearer  paper,  subject  to  the  joint  signa¬ 
ture  of  the  borrower  and  the  County 
Supervisor. 

(8)  All  income  from  investments  under 
subparagraph  (7)  (i),  (ii),  or  (iii)  of 
this  paragraph  must  be  deposited  along 
with  loan  funds  and  be  used  for  approved 
loan  purposes  or  applied  on  the  associa¬ 
tion’s  obligation  to  the  FHA  or  in  accord¬ 
ance  with  the  bond  ordinance  or  resolu¬ 
tion.  However,  any  income  from  the  in¬ 
vestment  of  grant  funds  shall  be  returned 
to  FHA  unless  the  grantee  is  a  State. 
“State”  includes  instrumentalities  of  a 
State  but  not  political  subdivisions  of  a 
State.  A  State  grantee  is  not  account¬ 
able  for  interest  earned  on  grant  funds. 

§  1823.27  Actions  subsequent  to  loan  or 
grant  closing. 

(a)  Mortgages.  The  real  estate  or  chat¬ 
tel  mortgages  or  security  instruments 
will  be  delivered  to  the  recording  office 
for  recordation  or  filing,  as  appropriate. 
A  copy  of  such  instruments  will  be  de¬ 
livered  to  the  association.  The  original 
instrument  for  both  insured  and  direct 
loans  if  returnable  after  recording  or 
filing  will  be  retained  in  the  association 
County  Office  case  folder. 

(b)  Notes.  For  a  direct  loan,  the  origi¬ 
nal  of  the  note,  or  for  a  loan  from  the 
ACIF,  the  original  and  a  conformed  copy 
of  the  note  will  be  sent  to  the  Finance 
Office  immediately  after  loan  closing.  For 
an  insured  loan,  not  made  out  of  the 
ACIF,  the  original  of  the  note  along  with 
the  properly  executed  insurance  endorse¬ 
ment  will  be  delivered  or  sent  to  the 
lender.  A  conformed  copy  of  the  note  and 
insurance  endorsement  will  be  sent  to  the 
Finance  Office. 

(c)  Multiple  advances — bond(s'>. 

Where  temporary  paper,  such  as  bond 


anticipation  notes  or  interim  receipts, 
is  used  to  conform  with  the  multiple  ad¬ 
vance  requirement,  the  original  tempo¬ 
rary  paper  will  be  forwarded  to  the  Fi¬ 
nance  Office  after  each  advance  is  made 
to  the  borrower.  The  borrower’s  case 
number  will  be  entered  in  the  upper 
right  hand  comer  of  such  paper  by  the 
County  Office.  The  permanent  bond(s) 
should  be  forwarded  to  the  Finance  Of¬ 
fice  as  soon  as  possible  after  the  last 
advance  is  made. 

(d)  Bond  registration  record.  Form 
FHA  442-28,  “Bond  Registration  Book,” 
may  be  used  as  a  guide  to  assist  associa¬ 
tions  in  the  preparation  of  a  bond  reg¬ 
istration  book  in  those  cases  where  a 
registration  book  is  required  and  a  book 
is  not  provided  in  connection  with  the 
printing  of  the  bonds. 

(e)  Development  grant  agreement.  The 
original  will  be  forwarded  to  the  Finance 
Office,  a  copy  retained  for  the  Coimty 
Office  docket,  and  a  copy  handed  to  the 
association. 

(f)  Disposition  of  title  evidence.  All 
title  evidence  other  than  the  opinion  of 
title,  mortgage  title  insurance  policy,  and 
water  stock  certificates  will  be  returned 
to  the  association  when  the  loan  has 
been  closed. 

(g)  Disbursement  of  funds.  Funds  may 
be  disbursed  for  authorized  purposes  as 
soon  as  the  loan  or  grant  has  been  closed. 

(h)  Material  for  State  Office.  When 
the  loan  or  grant  has  been  closed,  the 
County  Supervisor  will  submit  to  the 
State  Director: 

(1)  The  completed  docket. 

(2)  A  statement  covering  information 
other  than  the  completion  of  legal  docu¬ 
ments  showing  what  was  done  in  carry¬ 
ing  out  loan  closing  instructions. 

(i)  State  Office  review  of  loan  and 
grant  closing.  The  State  Director  will 
review  the  County  Supervisor’s  state¬ 
ment  concerning  loan  and  grant  closing, 
the  security  instruments,  and  other  doc¬ 
uments  used  in  closing  to  determine 
whether  the  transaction  was  closed 
properly.  All  material  submitted  by  the 
County  Supervisor,  including  the  exe¬ 
cuted  contract  documents  with  the  certi¬ 
fication  of  the  association’s  attorney, 
along  with  a  statement  by  the  State  Di¬ 
rector  that  all  administrative  require¬ 
ments  have  been  met,  will  be  referred 
to  the  OGC  for  post  review.  OGC  is  re¬ 
sponsible  for  reviewing  the  submitted 
material  to  determine  whether  all  legal 
requirements  have  been  met.  OGC  will 
not  review  FHA’s  standard  forms  except 
for  proper  execution  thereof,  unless  the 
State  Director  brings  specific  questions 
or  deviations  to  the  attention  of  OGC. 
It  is  not  expected  that  facility  develop¬ 
ment  including  construction  will  be  held 
up  pending  receipt  of  the  final  opinion 
from  OGC.  When  the  opinion  from  OGC 
is  received,  the  State  Director  will  ad¬ 
vise  the  County  Supervisor  of  any  de¬ 
ficiencies  that  must  be  corrected  and 
return  all  material  that  was  submitted 
for  review. 

(j)  Safeguarding  bond  shipments. 
Shipments  of  negotiable  notes  or  bonds 
and  interest  coupons  will  be  by  reg¬ 
istered  mail.  When  mailing  registered 
bonds  and  other  nonnegotiable  bonds 
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and  coupons  which  generally  are  made 
payable  to  the  named  party,  certified 
maii  will  be  used. 

(k)  Water  stock  certificates.  Water 
\  stock  certificates  will  be  filed  in  the  loan 
ii  docket  in  the  County  Office. 

§  1823.28  Appliralions  not  rereiving  fa< 
vorable  consideration  and  loan  or 
grant  cancellation. 

(a)  Applications  not  favorably  consid¬ 
ered.  If  at  any  time  prior  to  loan  or  grant 
approval  the  County  Supervisor  is  in¬ 
formed  that  favorable  action  will  not  be 
taken  on  an  application,  he  will  notify 
the  association  immediately  informing  it 
of  the  reasons  why  the  request  was  not 
favorably  considered. 

(b)  Cancellation  of  loans  or  grants. 
Loans  or  grants  which  have  been  ap- 
proved  and  obligations  which  have  been 
established  may  be  canceled  before  clos- 

>  ing  as  follows: 

(l)  The  Coimty  Supervisor  or  State 

t  Director  may  prepare  and  execute  Form 

PHA  440-10,  “Cancellation  of  Loan  or 
Grant  Check  and/or  Obligation.”  When 
a  grant  is  being  canceled,  the  form  will 
be  modified  as  appropriate. 

(1)  For  an  insured  loan  by  a  private 
lender,  any  checks  advanced  will  be  re¬ 
turned  promptly  to  the  lender  with  an 
explanatory  letter. 

(ii)  For  a  direct  loan  or  a  loan  made 
from  the  ACIP,  if  the  check  has  been  re¬ 
ceived  or  is  received  subsequently  in  the 
County  Office,  the  County  Supervisor  wili 
return  it  to  the  U.S.  Treasui-y  Regional 
Disbursing  Office  with  a  copy  of  Form 
PHA  440-10. 

(2)  If  the  docket  previously  has  been 
forwarded  to  the  OGC,  that  office  will  be 
notified  of  the  cancellation  by  a  copy  of 
Form  FHA  440-10. 

(3)  Any  application  for  title  insurance' 
will  be  canceled  in  accordance  with  Part 
1807  of  this  chapter.  Likewise,  the  as¬ 
sociation’s  attorney  and  engineer  if  any 
should  be  notified  of  the  cancellation. 
The  County  Supervisor  may  provide  the 
association’s  attorney  and  engineer  with 
a  copy  of  his  notification  to  the  appli¬ 
cant. 

§  1823.29  Plunning  and  performing  de¬ 
velopment. 

Appendix  1  (§§  1823.36  through 

1823.44)  outlines  FHA  policies  pertaining 
to  planning  and  developing  community 
water  and  waste  disposal  facilities. 
Copies  of  Appendix  1,  together  with  State 
supplements  necessary  to  comply  with 
State  laws  or  regulations  are  available 
in  all  FHA  offices,  and  will  be  handed 
each  applicant  prior  to  the  preplanning 
conference. 

(a)  Project  compliance.  No  loan  or 
grant  will  be  closed  unless  the  docket 
contains  written  evidence  that  the  pro¬ 
ject  is  in  compliance  with  State  and  local 
laws  and  regulations  and  comprehensive 
area  and  other  development  plans. 

(b)  Projects  with  facilities  located  in 
flood  plains.  Facilities  may  be  located  in 
fiood  plains  only  after  careful  evaluation 
of  the  proposal  and  a  determination  by 
the  State  Director  that  fiood  damage  will 
not  likely  occur. 


(c)  Preplanning  conference.  The 
County  Supervisor  or  other  FHA  em¬ 
ployee  designated  by  the  State  Director 
is  responsible  for  holding  the  preplan¬ 
ning  conference. 

(d)  Preliminary  engineering  reports. 
The  County  Supervisor  or  other  FHA  em¬ 
ployee  designated  by  the  State  Director 
will  review  all  preliminary  engineering 
reports  prior  to  submittting  them  to  the 
State  Office  to  be  sure  that  they  contain 
all  major  items  listed  in  the  format 
for  preparing  preliminary  engineering 
reports. 

(e)  Projects  requiring  National  Office 
review.  The  review  and  approval  of  the 
National  Office  is  required  for  the  fol¬ 
lowing  facilities: 

(1)  Water  storage  reservoirs  which  ex¬ 
ceed  20  feet  in  height  measured  between 
the  upstream  toe  of  the  embankment  to 
the  crest  of  the  dam  and  structures  which 
will  Impound  15  or  more  acre  feet  of 
water.  Plans  and  specifications  for  such 
facilities  will  be  submitted  prior  to  their 
review  and  approval  by  appropriate  State 
agencies  and  after  having  been  reviewed 
and  found  satisfactory  by  the  State 
Director. 

(2)  Water  systems  which  will  provide 
peak  flows  of  less  than  1  gallon  per 
minute  per  user.  Submit  the  preliminary 
engineering  report  and  clearinghouse 
comments  prior  to  the  issuance  of  the 
letter  of  conditions. 

(3)  Pressure  or  vacuum  sewerage  sys¬ 
tems.  Submit  the  preliminary  engineer¬ 
ing  report  and  clearinghouse  comments 
prior  to  the  issuance  of  the  letter  of 
conditions. 

(4)  Solid  waste  disposal  systems  in¬ 
volving  composting,  recycling,  or  incin¬ 
eration.  Submit  the  preliminary  pro¬ 
posal  prior  to  the  Issuance  of  the  letter 
of  conditions. 

(f)  Form  FHA  442-19,  “Agreement  for 
Engineering  Services."  (1)  Each  State 
Director  will  have  an  Attachment  I  to 
Form  FHA  442-19  showing  the  recog¬ 
nized  and  accepted  schedule  of  suggested 
engineering  fees  observed  in  his  State. 
Such  schedules  should,  insofar  as  possi- 
bie,  have  the  concurrence  of  the  engi¬ 
neering  practitioners  and  will  be  sub¬ 
mitted  for  approval  to  the  National  Office 
prior  to  utilization  as  an  attachment  to 
Form  FHA  442-19  for  use  in  their 
State  (s) .  Such  supplements  will  be  made 
on  a  State  basis  in  order  to  fit  needs  for 
the  State  and  will  not  be  done  on  a 
project  basis.  Sufficient  space  has  been 
left  at  the  end  of  each  lettered  section  for 
making  necessary  additions. 

(2)  Applicants  unable  to  provide 
planning  assistance:  If  an  applicant  does 
not  have  the  resources  to  pay  for  project 
planning  work,  cannot  arrange  to  have 
it  done  on  credit,  has  no  qualified  per¬ 
sonnel  to  do  such  work,  and  the  technical 
assistance  required  is  not  available  from 
other  Federal  or  other  public  agencies, 
FHA  may  provide  the  necessary  plan¬ 
ning  assistance  by  utilizing  the  services 
of  available  FHA  personnel. 

(g)  Plans  and  specifications  review. 
Plans  for  all  facilities  to  be  financed  with 
FHA  loans  or  grants  will  be  reviewed  to 
be  sure  that  such  facilities  are  planned 


and  designed  in  accordance  with  the  cri¬ 
teria  established  in  this  subpart.  ’The 
FHA  engineer  will  complete  Form  FHA 
424-14,  for  each  community  domestic 
water  system,  and  Form  FHA  424-15,  for 
each  waste  disposal  system. 

(h)  Methods  of  performing  develop¬ 
ment.  All  development  planned  and 
agreed  upon  will  be  performed  in  accord¬ 
ance  with  §  1823.36  and  the  following 
imless  the  National  Office  has  given  prior 
approval  to  another  method: 

( 1 )  Borrower  method  of  construction. 

(i)  Incidental  items  of  construction. 
Cases  involving  relatively  insignificant 
items  such  as  landscaping,  minor  repairs 
to  existing  structures,  fencing  and  other 
similar  small  items  may  be  completed 
by  the  borrower  method.  The  borrower 
method  includes  cases  where  the  bor¬ 
rower  purchases  all  material  and  hires 
labor  to  complete  the  particular  improve¬ 
ment  involved.  Development  funds 
should  not  be  used  to  pay  members  of 
the  borrower  for  labor;  however,  in  jus¬ 
tified  cases,  the  State  Director  may  au¬ 
thorize  the  use  of  development  fimds  for 
special  skilled  labor  performed  by  the 
members  if  the  wages  are  not  in  excess 
of  the  average  for  similar  skills  in  the 
area.  Whenever  it  is  necessary  to  obtain 
certain  special  services  to  complete  por¬ 
tions  of  the  project  by  the  borrower 
method,  a  written  lump-sum  agreement 
or  Form  FHA  424-6,  “Construction  Con¬ 
tract,”  must  be  used  to  document  the 
borrower  obligation.  Piuxhase  of  any 
necessary  equipment  will  be  evidenced  by 
a  purchase  agreement  or  sales  contract. 

(ii)  Applicants  exr>erlenced  in  con¬ 
struction  work.  Conununlties  which  have 
sufficient  management  ability,  available 
equipment,  and  experienced  labor  to  ade¬ 
quately  rehabilitate,  extend,  enlarge, 
or  modify  existing  facilities  may  be  au¬ 
thorized  by  the  State  Director  to  complete 
construction  by  the  borrower  method.  All 
such  construction  must  be  completed  in 
accordance  with  approved  plans  and 
specifications.  Materials  will  be  pur¬ 
chased  through  competitive  bid  awards. 
FHA  funds  may  be  used  only  for  payment 
of  expenses  actually  incurred  in  con¬ 
struction  of  the  project.  Such  expenses 
will  be  evidenced  by  invoices  which  have 
been  approved  by  the  governing  body. 

(2)  Self-help  method.  The  self-help 
method  of  performing  development  is 
simply  the  borrower  method  applied  to 
cases  where  it  is  imperative  to  utilize 
member  labor  contributions  to  develop 
a  feasible  project.  In  justifiable  cases, 
with  the  approval  of  the  State  Director, 
this  method  of  development  may  be 
used  for  water  and  waste  disposal  sys¬ 
tems.  The  size  of  the  project  in  which 
the  self-help  method  may  be  used  will 
be  regulated  by  the  ability  and  resources 
of  the  members  and  the  availability  of 
adequate  supervision  to  make  the  method 
of  development  successful. 

(i)  Construction  contracts.  All  con¬ 
tracts  will  contain  a  provision  that  they 
are  not  in  full  force  and  effect  imtil 
they  have  been  approved  in  writing  by 
the  FHA  State  Director.  FHA  will  not 
become  a  party  to  a  construction  con¬ 
tract  or  incur  any  liability  therefor. 
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(1)  Contract  approval.  The  State  Di¬ 
rector  Is  responsible  for  approval  of  all 
construction  contracts,  utilizing  the 
legal  advice  and  guidance  of  the  OGC 
where  necessary.  If  the  construction 
contract  utilized  the  format  of  the  model 
forms  available  in  all  PHA  offices,  or 
some  other  guide  form  which  has  been 
approved  and  issued  by  the  State  Office, 
it  will  not  be  necessary  to  submit  in¬ 
dividual  contract  documents  to  the  OGC 
for  prior  approval.  If,  on  the  other  hand, 
individual  ccmtract  documents  or  at¬ 
tachments  differ  substantially  from  the 
model  forms  available  in  all  FHA  offices, 
or  guides  or  forms  already  approved, 
they  should  be  submitted  to  the  OGC 
either  separately  or  with  the  docket  for 
review  and  approval  before  their  use 
is  authorized.  The  deviations  from  the 
approved  guides  or  forms  should  be 
specifically  enumerated  by  the  State  Di¬ 
rector  in  his  forwarding  memorandum 
along  with  his  comments  and  suggestions 
concerning  the  deviations. 

(2)  Performance  and  payment  bonds. 

(i)  Bonds  assuring  performance  and 
payment  of  100  percent  of  the  contract 
cost  including  all  contracts,  whether 
negotiated  or  obtained  through  competi¬ 
tive  bidding  procedures,  will  be  required 
in  connection  with  each  contract. 

(ii)  The  State  Director  may  waive  the 
requirement  for  bonds  on  contracts  of 
$50,000  or  less  if  he  determines  that: 

(a)  More  effective  competition  can  be 
obtained  if  performance  and  payment 
bonds  are  not  required. 

(b)  The  borrower’s  interest  will  be 
more  adequately  served  and  the  borrower 
agrees  in  writing  that  the  performance 
and  payment  bonds  are  unnecessary. 

(c)  The  Government’s  interests  will 
be  adequately  protected. 

(ili)  ’The  State  Director  may  recom¬ 
mend  an  exception  to  the  National  Office 
only  in  exceptional  cases  when  cogent 
reasons  exist  for  waiving  the  perform¬ 
ance  and  payment  bond  if  the  amount 
of  the  contract  exceeds  $50,000  and  ne¬ 
gotiations  or  competitive  bidding  proce¬ 
dures  conducted  in  accordance  with  this 
subpart  have  not  resulted  in  an  accept¬ 
able  contractor  who  can  provide  a  bond. 

(3)  Bid  openings.  Bid  openings  will 
be  attended  by  a  representative  of  FHA. 

(4)  Bid  irregularities.  Any  irregular¬ 
ities  in  the  bids  received  or  other  matters 
pertaining  to  contract  award  having 
legal  implications  will  be  cleared  with 
OGC  before  the  State  Director  consents 
to  the  contract  award. 

(j)  Preconstruction  conference.  PHA 
will  arrange  for  the  preconstruction 
conference. 

(k)  Development  inspections.  Unless 
the  State  Director  designates  another 
PHA  representative.  County  Supervisors 
are  responsible  for  monitoring  the  con¬ 
struction  of  all  projects  being  financed, 
wholly  or  in  part,  with  FHA  funds.  In  all 
cases  where  the  governing  body  has  en¬ 
tered  into  an  agreement  for  technical 
services  with  an  engineer  or  if  such  serv¬ 
ices  are  being  made  available  by  another 
Federal  or  State  agency  the  County  Su¬ 
pervisor  is  authorized  to  coimtersign 
checks  for  payments  as  work  progresses 
in  accordance  with  estimates  prepared 


by  the  engineer.  Each  payment  estimate 
will  contain  a  certification  that  all  ma¬ 
terial  purchased  and  all  work  performed 
is  in  accordance  with  the  plans  and  spec¬ 
ifications.  Each  payment  estimate  must 
also  be  approved  by  the  governing  body. 
Form  FHA  424-18,  “Partial  Payment  Es¬ 
timate,”  may  be  used  for  this  pmpose.  If 
there  is  any  indication  that  construc¬ 
tion  is  not  being  completed  in  accordance 
with  the  plans  and  specifications  or  that 
any  other  problems  exist,  the  County 
Supervisor  should  notify  the  State  Di¬ 
rector  immediately  and  withhold  all 
payments  on  the  contract.  To  assist  the 
County  Supervisor  in  evaluating  project 
inspection,  the  engineer  should  furnish 
him  a  daily  inspection  report.  A  sug¬ 
gested  format  is  available  at  any  PHA 
office  for  preparing  a  suitable  daily  in¬ 
spection  report. 

(1)  Changes  in  development  plans. 
Changes  in  the  development  plan  re¬ 
quested  by  the  borrower  may  be  ap¬ 
proved  as  follows: 

(1)  Authority  of  the  County  Super¬ 
visor.  ’The  County  Supervisor  is  author¬ 
ized  to  approve  changes  in  development 
provided: 

(1)  ’The  change  will  not  represent  a 
change  in  technical  design  of  the  facility. 

(ii)  Total  project  cost  is  not  increased. 

(2)  Authority  of  State  Director.  The 
State  Director  is  authorized  to  approve 
all  additional  changes  not  authorized  by 
the  County  Supervisor,  provided: 

(i)  The  change  is  for  a  purpose  for 
which  loan  funds  can  be  used  and 
which  is  consistent  with  loan  approval 
conditions. 

(ii)  Sufficient  fimds  are  available  to 
cover  the  contemplated  changes  when 
the  change  involves  additional  funds  to 
be  furnished  by  the  borrower. 

(iii)  The  change  will  not  adversely  af¬ 
fect  the  soundness  of  the  operation  or 
the  Government’s  security. 

(3)  Recording  changes.  All  changes 
agreed  on  including  extra  work  orders 
will  be  recorded  on  Form  PHA  424-7. 

§  1823.30  State  requirementfi,  fornif^, 
guides,  and  otlier  issuanees. 

’The  State  Director  will  supplement 
this  subpart  with  State  issuances  neces¬ 
sary  to  the  successful  operation  of  the 
program.  The  State  Director  with  the 
assistance  of  the  OGC  may  change  or 
substitute  documents  or  modify  proce¬ 
dures  as  set  out  in  this  subpart  only  to 
the  extent  necessary  to  enable  applicants 
to  comply  with  the  applicable  provisions 
of  State  laws.  Each  State  Director  will 
include  in  his  State  issuances: 

(a)  Additional  definitions,  if  needed. 

(b)  Instructions  relative  to  processing 
applications. 

(c)  Requirements  for  reporting  prog¬ 
ress  on  application  proces^g. 

(d)  District  Supervisor  responsibilities. 

(e)  Assembly  of  material  for  presen¬ 
tation  to  the  OGC. 

(f )  Bond  counsd. 

(g)  Requesting  assistance  of  State 
staff. 

(h)  Security  including  preparation  of 
instruments. 

(i)  Handling  of  mortgages  and  secu¬ 
rity  instruments. 


(j)  Notes,  bonds,  resolutions,  and  or¬ 
dinances  including  preparation.  ' 

(k)  Reserves. 

(l)  Insurance  and  bonding. 

(m)  Coordination  with  local  agencies. 

(n)  Selection  of  and  relations  with 
attorneys,  engineers,  and  other  tech¬ 
nical  and  professional  applicant  rep¬ 
resentatives. 

(o)  Preparation  of  appraisal  reports. 

(p)  Affect  of  State  statutes,  rules,  and 
regulations  on  programs,  including 
whether  State  statutes  forbid  deferment 
of  interest  on  direct  FHA  loans. 

(q)  State  forms,  guides,  checklists, 
and  other  issuances. 

(r)  Items  to  be  included  in  dockets. 

§  1823.31  Management  a»««istanre. 

Management  assistance  will  be  based 
on  such  key  factors  as  observation  of 
borrower  operations  and  facility  mainte¬ 
nance,  and  review  of  the  periodic  man¬ 
agement  and  audit  reports.  ’The  amount 
and  type  of  assistance  provided  will  be 
that  needed  to  assure  borrower  success 
and  compliance  with  its  agreements  with 
FHA. 

(a)  Borrower  management  reports, 
audits,  and  accounting  systems.  Require¬ 
ments  pertaining  to  borrower  accoimting 
systems  and  management  reports  are  de¬ 
tailed  in  §  1823.45.  Requirements  per¬ 
taining  to  audit  reports  are  contained 
in  a  booklet,  “FHA  Instructions  to  Inde¬ 
pendent  Certified  Public  Accountants 
and  Licensed  Public  Accountants.”  Cop¬ 
ies  of  Appendix  2  (see  §  1823.45)  and  the 
audit  booklet  will  be  given  to  each  appli¬ 
cant  at  a  time  not  later  than  delivery 
of  the  Letter  of  Conditions. 

(1)  Management  reports,  (i)  County 
Supervisors  will  obtain  from  borrowers 
and  forward  to  the  State  Director  two 
copies  of : 

Form  FHA  442-1,  “Forecast  of  Cash  Re¬ 
ceipts  and  Disbursements  (operating 
Budget),"  for  the  new  fiscal  year  no  later 
than  20  days  after  the  beginning  of  the  bor¬ 
rower’s  new  fiscal  year. 

Fonn  FHA  442-2,  "Statement  of  Income 
and  Expense  for  Fiscal  Tear  to  Date,”  within 
20  days  after  the  end  of  each  quarter. 

Form  FHA  442-3,  “Balance  Sheet,"  within 
20  days  after  the  end  of  each  fiscal  year. 

(ii)  The  State  Director  will  designate 
a  member  of  the  Community  Programs 
staff  to  be  responsible  for  the  review  of 
borrower  management  reports.  Ordinar¬ 
ily,  review  findings  and  Instructions  re¬ 
garding  further  assistance  will  be  for¬ 
warded  to  FHA  field  personnel  within 
20  days  of  submission  for  delinquent  and 
problem  borrowers,  and  40  days  for  other 
borrowers.  Form  FHA  430-4,  “Five  Year 
Progress  Report,”  will  be  updated  during 
each  State  Office  review. 

(iii)  Copies  of  review  findings,  in¬ 
structions  for  further  assistance,  and 
management  reports  pertaining  to  delin¬ 
quent  and  problem  borrowers  will  be  for¬ 
warded  to  ^e  National  Office. 

(iv)  The  State  Director  may: 

(a)  After  the  end  of  the  borrower’s 
third  full  fiscal  year  of  operation,  exempt 
It  from  submitting  management  reports 
other  than  annually,  provided  it  is  cur¬ 
rent  on  Its  loans;  is  meeting  the  condi¬ 
tions  of  its  agreements  with  FHA;  is 
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properly  maintaining  its  facility;  and 
has  demonstrated  its  ability  to  success¬ 
fully  operate  its  facility  and  manage  its 
affairs.  Borrowers  qualifying  for  this  ex¬ 
emption  will  only  be  required  to  submit 
copies  of  Forms  FHA  442-1,  FHA  442-2, 
FHA  442-3,  and  for  thase  borrowers  re¬ 
quired  to  submit  an  audit,  a  copy  of  the 
audit  report. 

(5)  Reinstate  the  requirement  for 
submission  of  periodic  management  re¬ 
ports  for  those  borrowers  who  become 
delinquent  or  otherwise  are  not  carrying 
out  their  agreements  with  FHA. 

(c)  Require  more  frequent  submission 
of  management  reports. 

(2)  Audit  reports  and  accounting  sys¬ 
tems.  (i)  The  County  Supervisor  will  ob¬ 
tain  audit  reports  from  those  borrowers 
required  by  §  1823.46  to  submit  such  re¬ 
ports,  and  send  them  to  the  State  Direc¬ 
tor  for  forwarding  to  the  National  Office. 
All  audit  reports  will  receive  National 
Office  review.  Review  results  and  recom¬ 
mendations  or  instructions  for  furUier 
assistance  and  audit  prepai'ation  will  be 
provided  the  State  Director. 

(ii)  Borrower  accounting  systems 
must  be  approved  by  the  State  Director 
before  loan  funds  are  advanced. 

(iii)  The  State  Director  may; 

(a)  Waive  FHA  accounting  and  audit¬ 
ing  requirements  for  a  public  entity  bor¬ 
rower  if  State  statutes  or  regulations  re¬ 
quire  adequate  accounting  and  auditing 
procedures  and  he  has  reasonable  as¬ 
surance  that  he  will  obtain  the  necessary 
financial  information  for  borrower  as¬ 
sistance  from  the  accoimting  system  and 
audit  reports  prepared  in  accordance 
with  such  State  statutes'  or  regxUations. 

(b)  Require  an  audit  report  from  any 
borrower  in  addition  to  those  described 

I  in  §  1823.46  when  he  determines  that 
FHA  or  borrower’s  interests  would  be 
better  protected  if  such  an  audit  were 
made. 

(b)  Application  to  borrowers  indebted 
to  FHA  on  receipt  of  this  subpart — (1) 
Management  reports.  Tlie  requirements 
of  this  subpart  will  apply. 

(2)  Accounting  systems.  The  require¬ 
ments  of  this  subpart  apply  to  all  such 
borrowers  who  the  State  Director  deter¬ 
mines  are  not  now  maintaining  adequate 
accounting  systems. 

j  (c)  District  Supervisor  reports.  The 
<  District  Supervisor  will  complete  and 
forward  to  the  State  Director  P\)rm  FHA 
442-4,  “District  Supervisor  Report  As¬ 
sociation-Organization  BoiTowers,”  for 
all  borrowers  between  the  fourth  and 
ninth  month  of  operation  in  the  first 
year,  and  prior  to  March  31  of  each  year 
I  for  borrowers  delinquent  in  making  their 
;  annual  payments  by  January  21.  Bor- 
1  rowers  transferred  to  collection-only  are 
;  excluded. 

’  (d)  Security  inspections.  A  represent¬ 

ative  of  the  borrower  will  ordinarily 
accompany  the  FHA  County  Supervisor 
during  each  inspection. 

(1)  Initial  inspection.  The  County 
I  Supervisor  will  inspect  each  borrower’s 
security  property  and  facility  at  the  end 
I  of  the  first  year  of  operation.  The  results 
;  of  this  Inspection  will  be  reported  to  the 
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State  Director  on  Form  FHA  424-12, 
“Inspection  Report.” 

(2)  Subsequent  inspections.  The 
County  Supervisor  will  make  subsequent 
inspections  of  borrower  security  prop¬ 
erty  and  facilities  during  each  third  year 
after  the  initial  inspection.  The  results 
of  this  inspection  will  be  reported  to  the 
State  Director  on  Form  FHA  424-12. 

(3)  Special  inspections.  The  County 
Supervisor  may  request  or  the  State  Di¬ 
rector  may  determine  the  need  for  a 
member  of  his  State  staff  to  make  certain 
security  inspections.  In  such  ca.ses  the 
State  Director  will  detail  a  member  of 
his  staff  to  make  such  inspections. 

(4)  Followup  inspections.  If  any  in¬ 
spection  discloses  deficiencies  or  excep¬ 
tions  or  otherwise  indicates  a  need  for 
subsequent  inspections  prior  to  the  third 
year,  the  State  Director  will  prescribe 
the  type  and  fr^uency  of  followup  in¬ 
spections.  These  inspections  will  be  made 
until  all  deficiencies  and  exceptions  have 
been  corrected. 

(e)  Development  grant  recipients. 
Grant  recipients  will  be  assisted  to  the 
extent  necessary  to  assure  that  facilities 
are  constructed  in  accordance  with  ap¬ 
proved  plans  and  specifications  and 
funds  are  expended  for  approved  pur¬ 
poses. 

§  1823.32  Loan  and  grant  appro\al  au¬ 
thority. 

Current  information  regarding  limita¬ 
tions  on  loan  approval  authorities  of 
various  officials  of  the  FHA  may  be  ob¬ 
tained  from  any  Coimty  or  State  Office 
of  the  Farmers  Home  Administration  or 
from  its  National  Office  at  14th  and  In¬ 
dependence  Avenue  SW.,  Washington, 
DC  20250. 

§  1823.33  Loan  and  grant  ^orviring. 

Loans  and  grants  w'ill  be  serviced  in 
accordance  with  Subpart  F  of  Part  1861 
of  this  chapter. 

§  1823. .31  SiifiMOqiirnt  loans  and  grants. 

Subsequent  loans  and  grants  will  be 
processed  in  accordance  with  this  sub¬ 
part. 

§  1823.3.3  Handling  preliminary  inquir¬ 
ies  for  loan  and  grant  assistanee  for 
water  and  sewer  proje<-ts  (Standard 
Form  101). 

This  section  outlines  procedures  for 
handling  preliminary  inquiries  from  pub¬ 
lic  bodies  and  other  nonprofit  associa¬ 
tions  for  assistance  to  water  and  sewer 
projects  under  the  programs  adminis¬ 
tered  by  the  Commimity  Facilities  Ad¬ 
ministration,  Department  of  Housing 
and  Urban  Development  (DHUD) ; 
(EDA),  Department  of  Commerce;  the 
Environmental  Protection  Agency;  and 
(FHA),  U.S.  Department  of  Agriculture. 
The  communities  will  indicate  their  in¬ 
terest  in  obtaining  such  assistance  by 
completing  and  filing  Standard  Form 
101,  “Preliminary  Application  for  Re¬ 
questing  Federal  Assistance  for  Public 
Works  and  Facility-Type  Projects.” 
Standard  Form  101  will  be  filed  with 
field  offices  of  the  FHA  or  DHUD,  ex¬ 
cept  that  if  grant  assistance  for  sewer 
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treatment  facilities  for  public  bodies  is 
involved,  Standard  Form  101  will  be  filed 
with  the  State  Pollution  Control  AgMicy. 
This  section  is  based  upon  directives 
from  the  Director  of  the  Bureau  of  the 
Budget  dated  October  12,  1965  and 
December  16, 1965. 

(a)  Definitions. — (1)  Qualified  area. 
This  term  will  be  used  to  mean  those 
areas  announced  by  the  EDA  to  qualify 
for  consideration  under  Titles  I  and  IV  of 
the  Public  Works  and  Economic  Develop¬ 
ment  Act  (by  reason  of  unemployment 
conditions,  low  income,  or  previous  desig¬ 
nation  under  the  Area  Redevelopment 
Act). 

(2)  Intercepting  sewer.  That  portion 
of  a  main  trimkline  extending  from  the 
last  lateral  raw  sewage  collection  line 
entrance  to  the  treatment  plant. 

(3)  Outfall  sewer.  This  term  is  used 
for  the  sewer  line  from  the  treatment 
plant  to  the  point  of  final  discharge. 

(b)  Receiving  and  processing  Stand¬ 
ard  Form  101.  A  preliminary  inquiry 
form.  Standard  Form  101,  will  be  used  by 
representatives  of  communities  to  indi¬ 
cate  their  desire  to  obtain  Federal  finan¬ 
cial  assistance  for  water  and  sewer 
projects.  All  initial  Inquiries  for  assist¬ 
ance  for  water  and  waste  disposal  sys¬ 
tems  will  be  made  on  Standard  Form 
101.  This  form  may  be  filed  with  the 
field  offices  of  the  FHA  or  the  DHUD. 
However,  in  the  case  of  grants  for  sewage 
treatment  facilities  for  public  bodies,  the 
form  will  be  filed  with  the  State  Pollu¬ 
tion  Control  Agency. 

(1)  Action  by  County  Office.  If  repre¬ 
sentatives  of  the  community  contact  the 
FHA,  the  County  Supervisor  will  assist 
them  in  completing  the  preliminary  in¬ 
quiry  form.  He  will  also  provide  them 
with  appropriate  leaflets  or  any  other 
infonnation  available  which  may  be 
helpful.  In  addition,  he  will  obtain  at  the 
time  of  the  applicant’s  visit  information 
about  the  applicant  organization  and  its 
proposals  which  may  be  helpful  in  deter¬ 
mining  the  Federal  agency,  to  which  the 
application  should  be  referred  for  fur¬ 
ther  action.  The  preliminary  Inquiry 
form  will  be  filed  at  the  County  Office 
in  triplicate.  If  the  application  is  for  a 
grant  for  sewage  treatment  facilities 
from  a  public  body,  the  application  form 
will  be  filed  at  the  Coimty  Office  in  an 
original  and  foiu*  copies.  The  County  Su¬ 
pervisor  will  retain  a  copy  and  send  the 
original  and  the  other  copies  of  the  in¬ 
quiry  immediately  to  the  State  Office 
with  a  memorandiun  setting  out  all  the 
information  that  might  assist  the  State 
Director  in  reaching  a  decision  as  to  the 
Agency  that  should  receive  the  inaulrv. 

(2)  Action  by  State  Office,  (i)  If  the 
Inquiry  is  from  a  community  which  need 
not  be  referred  to  another  agency,  the 
State  Director  will  advise  the  County  Su¬ 
pervisor  to  have  the  group  make  appli¬ 
cation  for  FHA  assistance  by  completing 
Standard  Form  101.  The  County  Super¬ 
visor  will,  Uf>on  receipt  of  Standard  Form 
101,  process  the  application  in  accord¬ 
ance  with  the  preceding  sections  of  this 
subpart.  The  foUowing  are  inquiries  that 
need  not  be  referred  to  another  agency; 
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(a)  Inquiries  for  grants  to  a  nonpi^Uc 
body  in  an  area  having  no  place,  town,  or 
Tillage  of  more  than  5,500  population  and 
not  located  in  an  EDA  qualified  area. 

(b)  Inquiries  for  loans  and  grants 
other  than  for  sewage  treatment.  In  an 
area  which  does  not  have  a  place,  town, 
or  village  of  2,500  population  or  more 
and  is  not  located  in  an  EDA  qualified 
area. 

(ii)  Inquiries  for  grants  for  waste 
treatment  facilities  (including  intercept¬ 
ing  and  outfall  sewers)  from  public 
bodies  will  be  directed  to  the  State  Pollu¬ 
tion  Control  Agency  in  an  original  and 
two  copies.  This  State  Agency  has  the 
responsibility  for  determining  the  prior¬ 
ity  that  should  be  assigned  to  the  inquiry. 
If  the  request  includes  financial  assist¬ 
ance  beyond  that  which  could  be  pro¬ 
vided  by  a  grant  through  the  State 
Pollution  Control  Agency,  an  extra  set 
of  Standard  Form  101  must  be  duplicated 
in  order  to  make  the  proper  referrals  to 
all  agencies. 

(iii)  Inquiries  for  grants  from  other 
than  public  bodies  for  water  or  waste  dis¬ 
posal  systems  will  not  be  referred  to 
DHUD  or  to  the  State  Pollution  Control 
Agency  for  Federal  assistance  because 
these  agencies  are  not  authorized  to 
make  grants  to  nonpublic  bodies. 

(iv)  All  other  inquiries  for  loans  and 
grants  for  sewer  or  water  facilities  (ex¬ 
cluding  sewage  treatment  grant  requests 
and  grants  from  nonpublic  bodies)  will 
be  referred  as  fcdlow^s: 

(a)  Inquiries  will  be  referred  to  DHUD 
from  those  areas  which  contain  a  com¬ 
munity  with  a  population  of  2,500  or 
more,  but  not  over  5,500. 

(b)  Inquiries  will  be  referred  to 
DHUD  if  the  communities  now  have  less 
than  2,500  population  but  are  likely  to 
become  residential,  industrial,  or  com¬ 
mercial  as  shown  by  existing  plans  for 
future  development  of  a  community  or 
area  with  a  population  of  2,500  or  more. 

(c)  Inquiries  from  areas  located  in 
Standard  Metropolitan  Statistical  Areas 
(SMSA)  will  be  referred  to  DHUD,  ex¬ 
cept  that  inquiries  from  that  part  of 
such  areas  that  are  selected  and  agreed 
by  U.8.  Department  of  Agricultiu^  and 
DHUD  as  not  likely  to  become  associ¬ 
ated  with  the  principal  metropolitan 
community  will  be  handled  as  if  the 
inquiry  was  from  a  community  outside 
of  SMSA  areas. 

(v)  One  copy  of  each  Inquiry  for  a 
project  Involving  water  or  sewer  facility 
loans  and  grants  will  be  referred  to  the 
appropriate  Area  Office  of  the  Economic 
E^elopment  Administration  if  it  is  lo¬ 
cated  in  one  of  the  qualified  areas  under 
the  Public  Works  and  Economic  Devel¬ 
opment  Act  of  1965  and  provided  the 
State  Director,  based  on  information  en¬ 
tered  in  Block  3A  of  Standard  Form  101, 
or  for  other  reasons,  believes  that  the 
applicant  may  be  eligible  for  EDA  as¬ 
sistance.  The  FHA  will  take  no  further 
action  on  the  Inquiry  imtil  it  has  heard 
from  EDA. 

(vi)  Other  agencies  may  also  refer 
inquiries  they  have  received  to  FUA.  In 
such  cases,  the  State  Director  should 
determine  within  5  days  of  receipt  of 
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the  inquiry  the  referral  action  that  he 
proposes  to  take  on  the  inquiry  and 
notify  the  agency  from  which  the  Stand¬ 
ard  Form  101  was  received. 

(vii)  Within  5  days  from  receipt  of  a 
preliminary  inquiry  from  the  coimty 
office,  the  State  Di^tor  will  determine 
the  proper  agency  to  which  the  form  is 
to  be  forwarded  and  send  that  agency 
the  original  and  one  copy  of  the  form 
together  with  any  appropriate  com¬ 
ments,  except  in  the  case  of  the  State 
Pollution  Control  Agency,  the  original 
and  two  copies  will  be  sent.  Suggested 
guide  letters  listed  below  for  making 
these  referrals  are  available  in  all  FHA 
offices. 

Letter  to  Regional  Director,  DHUD 
Letter  to  Area  Office  Director  of  EDA 
Letter  to  State  PDUutlon  Oontrcd  Agency 

(a)  The  State  Director  will  advise  the 
County  Supervisor  as  soon  as  the  inquiry 
is  referred  to  another  agency  by  provid¬ 
ing  him  with  a  copy  of  the  referral 
memorandum. 

(b)  The  remaining  copy  of  the  in¬ 
quiry  will  be  retained  in  a  State  Office 
suspense  file  in  the  State  Office.  A  suit¬ 
able  followup  system  will  be  established 
to  insme  that  the  agency  to  which  the 
inquiry  is  referred  responds  promptly, 

(viii)  If  an  inquiry  is  filed  directly 
with  the  State  Office,  the  State  Director 
will  make  the  necessary  referral  as  out¬ 
lined  above.  He  will,  at  the  same  time, 
send  one  copy  of  the  inquiry  to  the 
coimty  office  with  appropriate  comments 
on  any  future  action  needed. 

(c)  General.  (1)  Some  of  the  inquiries 
referred  to  the  Environmental  Protec¬ 
tion  Agency,  EDA,  and  DHUD  will  be 
returned  to  FHA  for  final  processing 
because  the  proposal  does  not  entirely 
meet  the  criteria  of  the  agency  to  which 
it  was  referred.  In  such  cases,  the  State 
Director  will  direct  the  County  Super¬ 
visor  to  proceed  with  the  processing  in 
accordance  with  the  preceding  sections 
of  this  subpart. 

(2)  Lists  of  the  address  of  the  appro¬ 
priate  field  offices  of  the  agencies  to 
which  referrals  are  made  must  be  main¬ 
tained  in  each  State  Office. 

(d)  Joint  financing  of  projects.  Joint 
financing  of  a  project  by  FHA  and  some 
other  agency  may  sometimes  be  desirable 
where  combined  authorizations  may  need 
to  be  utilized  to  make  it  feasible.  In  such 
cases,  the  State  Director  will  reach  an 
agreement  with  the  representatives  of 
the  other  agency  on  distribution  of  re¬ 
sponsibilities  for  handling  various 
aspects  of  the  project.  These  respcmsibili- 
ties  will  include  supervision  of  construc¬ 
tion  accounts,  insi^tions,  and  determi¬ 
nations  of  compliance  with  appro¬ 
priate  regulations  concerning  equal  em- 
plosrment  opportunities,  wage  rates,  and 
nondiscrimination  in  making  services  or 
benefits  available.  However,  provisions 
of  the  preceding  sections  of  this  sub¬ 
part  and  Part  1803  of  this  chapter  must 
also  be  followed  in  handling  funds.  If 
any  problems  develop  which  cannot  be 
resolved  locally,  complete  information 
should  be  sent  to  the  National  Office  for 
advice. 


§  1823.36  Appendix  1  (referred  to  in 
FHA  offices  as  Exhibit  J),  Planning 
and  Developuig  Community  Water 
and  Waste  Dispoeal  Facilities. 

This  appendix  (consisting  of  SS  1823.36 
through  1823.44)  outlines  the  policies  for 
planning  and  developing  community 
water  and  waste  disposal  facilities. 

(a)  Design  policies.  Facilities  financed 
by  FHA  will  be  designed  and  constructed 
in  accordance  with  sound  oigineering 
practices;  meet  the  requirements  of 
State  and  local  agencies  having  jurisdic¬ 
tion  in  such  matters;  have  sufficient 
capacity  to  provide  for  reasonable 
growth,  and  fire  protection;  and  be 
economically  feasible. 

(1)  Minimiun  monthly  payments  by 
vacant  lot  owners  ("dry  taps")  will  not 
be  included  in  estimates  of  project  in- 
c(Hne,  feasibility  determination,  or  con¬ 
sidered  in  computing  average  system  in¬ 
vestment  per  tap.  There  is  no  objection  to 
an  applicant’s  accepting  subscriber 
agreements  for  such  “dry  taps”  or  con¬ 
nections  to  pay  monthly  minimum  bills 
for  certain  periods,  but  they  should  be 
considered  only  as  indications  of  future 
growth  possibilities. 

(2)  If  developers  request  a  ss^tem  be 
constructed  to  provide  capacities  to  serve 
imdeveloped  areas,  they  will  be  required 
to  pay  for  such  additional  capacities  in 
cash  before  approval  of  the  loan.  Sub¬ 
division  developers  must  provide  the  dis¬ 
tribution  system  for  users  in  the  subdivi¬ 
sion  and  dedicate  (donate)  the  distribu¬ 
tion  system  to  the  applicant. 

(b)  Compliance  with  State  Health  De¬ 
partment  standards.  Each  FHA  financed 
facility  will  comply  with  the  require¬ 
ments  of  the  State  Health  Department 
(or  other  appropriate  regulatory  agency) . 
The  applicant  is  responsible  for  obtain¬ 
ing  and  presenting  to  FHA  evidence  of 
such  compliance  including  approval  of 
facility  plans  and  specifications. 

(c)  Compliance  with  environmental 
protection  (pollution  control)  standards. 
(1)  No  FHA  loan  or  grant  for  construc¬ 
tion  or  improvement  of  a  water  system 
will  be  approved  imless  a  certificate  is 
provided  by  the  appropriate  State  En- 
vironmaatal  Protection  Agency  (EPA) 
showing  that  the  system  will  not  result 
in  the  pollution  of  waters  of  the  State  in 
excess  of  standards  established  by  that 
agency. 

(2)  No  FHA  loan  or  grant  for  con¬ 
struction  or  Improvement  of  a  central 
sewer  and  waste  disposal  system  will  be 
approved  unless  a  certificate  is  provided 
by  the  appropriate  State  EPA  showing 
that  the  effluent  from  the  system  will 
cimform  with  appropriate  State  and  Fed¬ 
eral  water  pollution  control  standards. 

(3)  Applicants  will  provide  FHA  with 
evidence  of  compliance  consisting  of  let¬ 
ters  or  certificates  from  the  appropriate 
State  agency. 

(d)  Consistency  with  comprehensive 
area  plans  for  the  development  of  water 
and  sewer  systems.  Water  and  waste  dis¬ 
posal  facilities  for  which  FHA  grant 
funds  are  to  be  used  must  be  necessary 
for  orderly  community  development  and 
consistent  with  a  comprehensive  area 
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I  sewer  or  water  development  plan  for  the 
rural  area  in  which  the  project  is  lo- 
I  cated.  Applicants  will  provide  FHA  with 
i  evidence  of  consistency  with  such  plans. 
Such  a  plEui  must  exist  before  an  FHA 
grant  may  be  made. 

(e)  Consistency  with  other  develop¬ 
ment  plans.  No  FHA  grant  for  a  w'ater  or 
waste  disposal  facility  will  be  approved 
unless  it  Is  determined  that  the  proposed 
project  is  not  inconsistent  with  any 
planned  development  under  State, 
coimty,  or  municipal  plans  approved  as 
oCBclal  plans  (completed  or  under  prep¬ 
aration)  by  competent  authority  for  the 
area  in  which  the  rural  community  is 
located.  Applicants  will  provide  FHA  with 
letters  or  certificates  evidencing  such 
lack  of  inconsistency. 

(f)  Location  of  facilities  in  flood  plain 
area.  Insofar  as  practical,  facilities  will 
not  be  located  in  fiood  plains.  In  the 

!  event  it  is  necessary  to  consider  locating 
)  facilities  in  a  fiood  plain  area,  applicants 
i  will  evaluate  the  proposal  from  the 
standpoint  of  special  design  and  addi¬ 
tional  initial  and  maintenance  costs. 

I  Normally,  the  Corps  of  Engineers  or  the 
:  Soil  Conservation  Service  (SCS)  of  the 

UJ3.  Department  of  Agriculture  will  be  in 
a  position  to  provide  information  con- 

■  ceming  the  likelihood  of  flooding  and 
;  the  possibility  of  damage  to  the  proposed 

■  facility.  It  will  be  the  resp>onsibility  of 
the  applicant  to  obtain  information  from 
the  Corps  of  Engineers,  the  SCS,  or  other 
appropriate  agencies  concerning  the 
possibility  of  fiood  damage  to  the  pro¬ 
posed  facility  and  provide  FHA  with  a 

'  complete  cost  evaluation  of  such 

j  action. 

I  (g)  Water  systems — (1)  Pressures. 

Msiximum  pressure  should  not  exceed  90 
p.s.i.,  minimum  should  not  be  less  than 
20  p.s.i.,  calculated  at  maximum  use  flow. 

(2)  Storage.  Design  on  basis  provid- 
j  Ing  for  2-day  use  requirements:  use  cur¬ 
rent  American  Water  Works  Assocla- 
}  tion  (AWWA)  specifications;  not  less 
{  than  300  gallons  per  meter  served,  ex¬ 
cept  that  peak-only  storage  may  be  less, 
ba^  on  study  of  specific  project. 

;  (3)  Plastic  pipe.  Meet  current  product 

and  American  Society  for  Testing  and 
I  Materials  (ASTM)  standards  and  be  ac¬ 
ceptable  to  the  National  Sanitation 
Foimdatlon.  Operating  pressures  not  to 
exceed  2/3  rated  working  pressure.  Wall 
thickness  shall  noc  be  less  than  0.090 
inches.  Friction  loss  computations  not  to 
j  exceed  a  C-f actor  of  150. 

I  (4)  System  testing.  Leakage  shall  not 

exceed  10  gallons  per  inch  of  pipe  di¬ 
ameter  per  mile  of  pipe  i>er  24  hours. 

'  (h)  Sanitary  sewerage  systems — (1) 

i  Sewage  treatment.  Treatment  facilities 

;  shall  be  designed  and  installed  so  as  bO 
resxilt  in: 

1  (i)  Substantially  ccxnplete  removal  of 

‘  all  floatable  and  settleable  materials; 

I  (ii)  Removal  of  not  less  than  85  per- 

j  cent  of  5-day  biochemical  oxygen 
t  demand; 

i  (iii)  Substantially  complete  reduction 

I  of  pathogoiic  microorganisms; 

I  (iv)  Such  additional  treatment  as 

I  may  be  necessary  to  meet  applicable 
water  quality  standards. 


(2)  Combined  sanitary  and  storm 
sewerage  systems.  Combined  systems  will 
not  be  approved  except  that  improve¬ 
ments  to  existing  combined  systems  may 
be  financed  by  FHA  provided  it  would 
be  impractical  to  provide  separate  sys¬ 
tems  and  the  proposal  is  approved  by 
the  State  EIPA  (Water  Pollution  Con¬ 
trol). 

(3)  Line  capacities.  Lines  shall  be  de¬ 
signed  to  provide  for  maximum  hourly 
sanitary  fiow  based  on  average  daily 
per  capita  fiow  of  not  less  than  40  ^- 
lons.  Design  lateral  and  submain  lines 
with  full  running  capacity  of  not  less 
than  6  times  the  average  daily  fiow.  De¬ 
sign  main  outfall  lines  on  basis  of  not 
less  than  5  times  average  daily  fiow.  Al¬ 
low  for  additional  waste  from  business 
establishm^ts  and  Infiltration  of 
ground  water. 

(1)  Solid  toaste  systems.  (1)  A  quali¬ 
fied  engineer  should  assist  with  site  se¬ 
lection,  planning  and  design  of  the  land¬ 
fill,  drainage  control,  roadways,  and 
utilities.  He  should  also  consider  any 
problems  which  may  arise  due  to  water 
leaching  into  or  from  sanitary  landfills 
and  should  provide  a  design  which  will 
allow  for  proper  handling  of  landfill 
gases. 

(2)  The  SCS  can  assist  in  the  evalua¬ 
tion  of  sanitary  landfill  sites  and  can 
advise  (hi  the  suitability  of  the  soils  in 
the  area  involved.  It  can  also  provide 
advice  on  drainage  problems,  erosion 
control,  land  utilization,  and  site  main¬ 
tenance.  The  Health  Department  can 
assist  with  the  selection  of  landfill  sites 
and  can  provide  guidance  on  potential 
air  and  water  pollution  problems.  It  can 
also  provide  advice  on  the  design  of  the 
land^l  and  make  suggestions  concerning 
the  control  of  Insects,  rodents,  and  other 
pests.  An  option  should  not  be  taken  for 
a  sanitary  landfill  site  until  the  site  has 
been  approved  by  the  State  Health  De¬ 
partment  or  other  appropriate  regula¬ 
tory  agency. 

§  1823.37  Technical  services. 

(a)  General.  1110  FHA  may  provide 
advice  and  consultation  in  connection 
with  preliminary  determinations  regard¬ 
ing  engineering  feasibility,  economic 
soundness,  and  cost  estimates.  Appli¬ 
cants  will  provide  the  services  necessary 
to  plan  projects,  including  design  of  fa¬ 
cilities,  and  preparation  of  cost  and  in¬ 
come  estimates. 

(b)  Selection  of  engineer.  The  appli¬ 
cant  will  select  its  engineer.  Any  engi¬ 
neer  who  is  registered  in  the  State  and 
has  sufficient  experience,  capital,  equip¬ 
ment,  and  staff  to  provide  the  requir^ 
service  is  eligible.  FHA  personnel  are 
prohibited  from  re(X)mmending  any 
particular  engineer.  FHA  may  provide 
applicants,  on  their  request,  a  list  of 
engineers  who  have  worked  su(x;essfully 
on  similar  facilities  in  the  area. 

(c)  Engineering  contracts.  Written 
contracts  will  be  required  for  engineer¬ 
ing  services.  Such  contracts,  including 
the  amount  of  the  fee  to  be  paid,  will  be 
reviewed  and,  if  satisfactory,  will  be  ap¬ 
proved  by  FHA  after  execution  by  the 
applicant  and  engineer.  Form  FHA  442- 
19,  “Agreement  for  Engineering  Serv- 
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Ices,"  will  be  used  in  connection  with  all 
water  and  sewer  projects,  except  that 
FHA  may  approve  other  agreements  en¬ 
tered  into  by  the  applicant  and  its  en¬ 
gineer  prior  to  filing  an  applicaticm  or 
when  special  factual  situations  require, 
if  I  the  provisions  of  such  agreements  are 
consistent  in  all  respects  with  those  con¬ 
tained  in  Form  FHA  442-19. 

§  1823.38  Preplanning  conference. 

Ordinarily,  the  preplanning  conference 
will  be  attended  by  applicant  representa¬ 
tives,  its  engineer  and  attorney,  an  FHA 
representative,  and  other  involved  parties 
and  will  be  held  prior  to  commencing 
facility  planning.  At  this  conference  the 
development  of  the  preliminary  engi¬ 
neering  report  or  final  plans  and  specifi¬ 
cations,  whichever  is  appropriate,  will  be 
discussed  in  detail. 

§  1823.39  Preliminary  engineering  re¬ 
ports. 

Use  the  following  as  a  guide  for  prep¬ 
aration  of  preliminary  engineering 
reports: 

(a)  Area  to  be  served.  (For  all  proj¬ 
ects.)  Describe — give  natural  boundaries, 
major  obstacles,  elevations,  need  for 
facility,  and  other  pertinent  information. 
Use  maps,  photographs,  and  sketches. 

(b)  Existing  facilities.  (For  all  proj¬ 
ects.)  Describe — include  condition,  ade¬ 
quacy,  suitability  for  continued  use  of 
facilities  now  owned  by  the  applicant. 

(c)  Proposed  facilities  and  services. 
(For  all  projects.) 

(1)  General  description  of  proposed 
facility.  Including  design  criteria 
adoptecl. 

(2)  Land,  and  other  rights. 

(1)  Land. 

(a)  Amount  required. 

(b)  Location — alternate  l<x:ations. 

(ii)  Rights. 

(a)  Easements,  permits,  and  other 
evidence  of  rights-of-way  required — 
availability  of  alternates, 

(b)  State  Health  Department  and 
other  agency  requirements. 

(d)  Supply — collection  systems — (1) 
Water  supply,  (i)  Requirements — 
quantities. 

(ii)  Requirements — quality. 

(iii)  Sources — include  study  on  all 
feasible  sources  and  provide  comparison 
of  such  sources. 

(Iv)  Treatment — requirements,  if  any, 
and  proposals. 

(v)  Storage — requirements  and  pro¬ 
posals. 

(vi)  Pressure — requirements  and  pro¬ 
posals. 

(vii)  Distribution  systems — require¬ 
ments  and  proposals — give  lengths  and 
sizes — key  features, 

(viii)  Hydraulic  calculations  in  tabu¬ 
lar  form. 

(2)  For  sanitary  sewerage  systems.  (1) 
Collection  systems. 

(a)  Requirements — quantities. 

(b)  Proposals. 

(c)  Describe — materials,  problems. 

(d)  Hydraulic  calculations  in  tabular 
form. 

(e)  Include  cost  comparisons  where 
applicable. 
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(ii)  Treatment  facilities  including  in> 
terceptor  and  outfall  sewers: 

(a)  Requirements — quantities. 

(2>)  Proposals. 

(c)  Give  key  features. 

(d)  Problems  foreseen. 

(e)  Calculations  showing  plant  capac¬ 
ity  and  BOD  and  solids.  Removal  capa¬ 
bilities. 

(iii)  Show  initial  construction  and  an¬ 
nual  operation  and  maintenance  costs 
for  the  following  types  of  treatment  as  a 
minimum: 

(a)  Waste  stabilization  lagoon. 

(b)  Aerated  lagoon. 

(c)  Oxidation  ditch. 

(d)  Mechanical  plant. 

(3)  For  solid  waste  disposal  systems. 

(i)  Requirements — quantities. 

(ii)  Equipment  required  and  plans  of 
equipment  rotation,  transportation,  and 
maintenance. 

(4)  For  storm  waste  water  disposal. 

(i)  Requirements — quantities. 

(ii)  Proposals. 

(iii)  Describe — materials,  problems. 

(iv)  Hydraulic  calculations  in  tabular 
(  form. 

(V)  Include  cost  comparisons  where 
applicable. 

(e)  Cost  estimate.  (For  all  projects.) 


Development. 
Land  and  rights. 
Legal. 

Engineering. 


Interest. 

Equipment. 

Contingencies. 

Refinancing. 


(1)  For  sanitary  sewerage  systems  a 
separate  cost  estimate  for  each  of  the 
alrave  items  must  be  shown  for  both  the 
collection  system  and  treatment  facility. 
The  cost  estimate  for  the  treatment  fa¬ 
cility  should  consider  only  those  items 
eligible  for  EPA  (Public  Law  660)  grant 
assistance. 

(2)  For  projects  containing  both  water 
and  waste  disposal  systems,  provide  a 
separate  cost  estimate  for  each  system. 

(f)  Annual  operating  budget.  (For  all 
projects.) 

(1)  Income — Include  rate  schedule: 
Project  income  realistically.  In  the  ab¬ 
sence  of  other  reliable  information,  base 
water  use  on  35  gallons  per  capita  per 
day,  or  140  gallons  per  family  per  day, 
or  4,200  gallons  per  meter  per  month. 
Where  large  livestock  uses  are  projected, 
the  report  must  include  facts  to  substan¬ 
tiate  such  projections. 

(2)  Operation  and  maintenance 
costs:  Project  costs  realistically.  In  the 
absence  of  other  reliable  data,  base  on  ac¬ 
tual  costs  of  other  existing  systems  of 
similar  size  and  complexity.  Include 
facts  in  the  report  to  substantiate  oper¬ 
ation  and  maintenance  cost  estimates. 
Include  the  following: 


Salaries — Wages. 
Taxes. 

Accounting,  audit¬ 
ing,  legal. 
Interest. 

UtUlties. 

Oas — oil — ^fuel. 


Insurance. 

Repairs  and  mainte¬ 
nance. 

Supplies. 

Offloe  Expenses. 
Other. 


(3)  Capital  improvements. 

(4)  Debt  repayment. 

(5)  Reserve:  Unless  otherwise  re¬ 
quired  by  State  statute,  establish  at 
one-tenth  of  annual  debt  repayment 
requirement. 


(g)  Maps,  drawings,  sketches,  and 
photographs.  (For  all  projects.) 

(1)  Maps.  Show  locations,  boundaries, 
elevations,  population  distribution,  exist¬ 
ing  and  proposed  systems,  right-of-way, 
and  land  ownership. 

(2)  Drawings,  sketches.  Show  prelim¬ 
inary  design  said  layout,  elevations. 

(3)  Photographs.  As  indicated. 

(h)  Construction  problems.  (For  all 
projects.)  Discuss  in  detail,  including 
information  on  items  such  sis  subsurface 
rock,  high  water  table,  or  others  which 
may  affect  cost  of  construction. 

(i)  Conclusions  and  recommendations. 
(For  all  projects.) 

§  1823.40  Construction  bids  and  con¬ 
tract  awards. 

(a)  Competitive  bid  contracts.  All  de¬ 
velopment  work,  including  the  purchase 
of  material  and  equipment,  will  be  com¬ 
pleted  by  contracts  which  have  been 
advertised  and  awarded  to  the  lowest 
acceptable  bidder  except  as  provided  in 
paragraph  (b)  of  this  section.  This  does 
not  preclude  rejection  of  all  bids  and 
negotiation  with  the  bidders  when  a 
satisfactory  bid  was  not  received  as  a 
result  of  advertisement  when  not  pro¬ 
hibited  imder  State  law.  In  such  cases, 
negotiations  will  always  be  conducted 
with  the  lowest  responsible  bidder  and 
may  be  conducted  with  other  bidders  at 
the  discretion  of  the  borrower,  their  en¬ 
gineer,  and  FHA.  Development  work  may 
be  completed  in  accordance  with  either 
lump-sum  or  unit-price  contracts.  Such 
contracts  should  contain  the  following: 
Item  I — Notice  and  Instructions  to  Bidders. 
Item  II — Bidder’s  Proposal. 

Item  III — Notice  of  Award. 

Item  IV — Bid  Schedule. 

Item  V — Construction  Ck>ntract. 

Item  VI — Performance  Payment  Bond. 

Item  Vn — Plans  and  Specifications. 

Item  vni — Contract  Change  Orders  (Form 

FHA  424-7) . 

Item  IX — Compliance  Statement  (Form  FHA 

400-6). 

Model  forms  of  contract  documents  for 
items  I  through  VI  above,  and  items  VIII 
and  IX  as  FHA  forms,  are  available  at 
all  FHA  offices.  Applicants  may  obtain 
additional  copies  of  model  forms  from 
any  Coimty  or  State  Office.  All  such  con¬ 
tract  documents  and  related  items  will 
be  approved  by  FHA  prior  to  the  release 
of  invitations  to  bid. 

(1)  Details  of  plans.  Plans  for  lump¬ 
sum  contracts  should  be  complete  in  all 
details  so  as  to  define  all  features  of  the 
work.  Plans  for  unit-price  contracts 
should  be  reasonably  accurate  with  re¬ 
spect  to  quantities  of  work,  and  should 
clearly  define  the  scope  of  the  work  and 
all  typical  details  for  each  item  of  work 
upon  which  unit-price  payments  will  be 
used. 

(2)  Section  and  details.  Construction 
sections  and  large  scale  details  should  be 
drawn  wherever  the  plan  allows  any 
doubt  as  to  what  is  indicated.  For  grad¬ 
ing  operations,  existing  and  final  con¬ 
tours  an4  the  limits  of  grading  should  be 
accurately  shown.  Payment  lines  should 
be  prominently  shown  where  pertinent 
to  the  type  of  contract  and  computation 
of  pay  quantities. 


(3)  Existing  conditions.  Existing  con¬ 
ditions  and  work  which  will  be  performed 
by  others  should  be  clearly  indicated  in 
the  plans  and  specifications.  Existing 
conditions  at  the  site  of  the  work  should 
be  determined  by  appropriate  explore - 
ti(m  and  investigation  and  the  results, 
together  with  other  general  information, 
should  be  furnished  to  bidders  in  the 
plans  and  specifications.  The  extent  of 
borings,  test  pits,  or  other  subsurface  ex¬ 
plorations  should  be  based  upon  the  na¬ 
ture  of  the  project,  and  the  findings 
should  be  shown  on  the  plans.  General 
topography  should  indicate  existing 
structures,  imdergroimd,  surface,  or 
overhead  utilities,  and  drainage  facilities. 
The  extent  of  these  investigations  should 
be  adequate  to  the  preparation  of  soimd 
and  complete  engineering  design.  Per¬ 
tinent  data  on  rock  soundings  should  be 
furnished  the  bidder. 

(4)  Unit-price  specifications.  Extreme 
care  should  be  utilized  in  phrasing  the 
payment  items  for  unit-price  contracts. 
They  must  be  carefully  correlated  with 
tsTical  details  for  pay  itans  shown  on  the 
plans,  and  should  clearly  indicate  the 
method  of  measurement  to  be  employed. 

(5)  Performance-type  specifications. 
When  performance  or  results  are  speci¬ 
fied,  a  complete  description  of  the  de¬ 
sired  result  should  be  given  and  standard 
methods  of  tests  for  compliance,  when¬ 
ever  applicable,  should  be  stated. 

(6)  Liquidated  damages.  Liquidated 
damages  shall  be  established  in  an 
amount  which  as  a  minimum  shall  cover 
the  daily  interest  cost  on  the  loan,  the 
cost  of  inspection,  and  other  anticipated 
expenses.  Consideration  also  should  be 
given  to  loss  of  revenue  during  the  delay. 
The  amount  should  be  sufficient  to  assure 
completion  of  the  work  by  the  required 
date  in  the  construction  documents  and 
to  avoid  any  financial  Injury  to  the 
borrower. 

(7)  Time  of  completion.  The  contract 
will  provide  for  the  time  of  completion 
in  calendar  days.  The  time  of  completion 
should  be  estimated  so  that  contractors 
who  ordinarily  bid  on  the  type  of  project 
proposed  can  complete  it  within  the 
allotted  time. 

(8)  Bid  bonds.  Bid  bonds  will  be  in  the 
amount  of  5  percent. 

(9)  "Or  equal.”  Performance  specifi¬ 
cations  and  the  term  “or  equal”  may  be 
used  for  equipment  and  certain  mate¬ 
rials.  In  specifying  pipe,  however,  the  ac¬ 
ceptable  material(s)  should  be  designed 
into  the  project  to  assure  proper  installa¬ 
tion  of  the  materials  chosen  and  to  avoid 
imcertalnty  and  misimderstanding.  This 
can  be  done  in  the  following  ways: 

(i)  By  reference  to  nationally-known 
materials  standards  such  as  ASTM  and 
AWWA.  The  specifications  should  be 
complete,  clear  and  concise  with  a  state¬ 
ment  setting  forth  the  general  scope  of 
work  and  followed  by  an  adequate  de¬ 
scription  of  the  various  classes  of  work 
segregated  under  the  proper  sections  and 
headings.  Specifications  should  be  pre¬ 
pared  in  a  manner  so  contractors  may  be 
assured  that  they  completely  describe  the 
facility  to  be  constructed  and  that  they 
are  fair  and  unbiased.  General  specifica¬ 
tions  attempting  to  Include  all  types  of 
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construction  or  materials  are  unsatisfac¬ 
tory. 

(ii)  By  specifying  two  or  more  mate¬ 
rials,  any  one  of  which  is  acceptable  to 
the  owmer. 

(iii)  By  specifying  the  particular  ma¬ 
terial  required  for  the  project.  In  specify¬ 
ing  materials  the  applicant  and  his 
consultant  will  consider  all  materials 
suitable  for  the  project.  Where  materials 
which  would  normally  be  suitable  are  not 
Included  for  bidding,  the  applicant  and 
his  consultant  must  be  prepared  to  jus¬ 
tify  the  selection  of  the  material  used. 

(b)  Negotiated  contracts.  If  allowed 
by  State  statutes,  individual  items  in¬ 
cluding  labor  and  material  costing  not 
in  excess  of  $50,000  may  be  completed 
by  negotiated  contracts  with  the  written 
approval  of  FHA.  Award  of  such  con¬ 
tract  will  be  subject  to  the  determination 
by  FHA  that  the  prices  agreed  upon  are 
reasonable  and  all  available  contractors 
or  suppliers  have  been  considered. 

(c)  Perforriance  and  payment  bonds. 
Bonds  assuring  performance  and  pay¬ 
ment  of  100  percent  of  the  contract  cost 
including  all  contracts,  whether  negoti¬ 
ated  or  obtained  through  competitive 
bidding  procedures,  will  ordinarily  be 
required  in  connection  with  each 
contract. 

(d)  Limitations  on  bidder.  No  engineer 
or  architect  (individual  or  firm)  who  has 
prepared  plans  and  specifications  or  who 
will  be  responsible  for  supervising  the 
construction  will  be  considered  an  ac¬ 
ceptable  bidder.  Any  firm  or  corporation 
in  which  such  architect  or  engineer  is 
an  officer,  employee,  or  holds  or  controls 
a  substantial  interest  wil'  not  be  consid¬ 
ered  an  acceptable  bidder.  Bids  will  not 
be  awarded  to  firms  or  corporations 
vrhich  are  owned  or  controlled  wholly  or 
in  part  by  a  member  of  the  governing 
body  of  the  applicant.  Arrangements 
which  split  responsibility  of  contractors 
(sei>arate  contracts  for  labor  and  mate¬ 
rial,  extensive  subcontracting,  and  mul¬ 
tiplicity  of  small  contracts  on  the  same 
job)  should  be  avoided  whenever  it  is 
practical  to  do  so. 

(1)  Contracts  may  be  awarded  to  sup¬ 
pliers  or  manufacturers  for  furnishing 
and  installing  certain  items  which  have 
been  designed  by  the  manufacturer  and 
delivered  to  the  jobsite  in  a  finished  or 
semifinished  state,  such  as  prefabricated 
buildings  and  lift  stations.  Contracts  may 
also  be  awarded  for  materials  delivered 
to  the  jobsite  and  installed  by  a  patented 
process  or  method. 

(2)  Contract  awards  may  not  be  made 
for  proposals  which  combine  the  engi¬ 
neering  and  construction  of  “turnkey 
projects.” 

(3)  FHA  loan  and  grant  funds  may  be 
provided  to  applicants  using  their  own 
"in-house”  engineering  staffs. 

(e)  Bids  and  bid  openings.  Bids  will 
be  invited  and  opened  and  contractors 
selected  in  a  manner  and  on  a  time 
schedule  so  as  to  permit  development  to 
proceed  with  the  least  delay  and  cost  to 
the  borrower.  The  instructions  to  bid¬ 
ders  will  normally  contain  a  provision 
that  the  owner  has  a  specified  number 
of  days  (ordinarily  60)  in  which  to  award 
the  contract. 


( 1 )  Bids.  Whenever  it  is  practical,  pro¬ 
visions  should  be  made  in  the  invitation 
bid  schedule  for  bids  on  portions  of  the 
work  by  specialized  contractors.  For  ex¬ 
ample,  an  invitation  might  permit  bids 
on  any  one  or  more  of  such  division  of  a 
job  as  “well  and  pump,”  "elevated  tank,” 
and  “distribution  system.” 

(1)  Invitations  to  bid  will  be  sent  to 
local  and  regional  contractors  who  might 
be  interested  in  bidding  on  projects  of  the 
size  and  scope  concerned.  Advertisements 
for  bids  should  ordinarily  be  published  at 
least  3  weeks  prior  to  the  bid  opening 
date  in  a  publication  which  has  at  least 
regionwide  circulation  or  in  a  recognized 
construction  trade  journal  having  cir¬ 
culation  in  the  appropriate  region. 

(ii)  Bid  delivery.  Bids  should  be  de¬ 
livered  at  a  designated  place  and  not 
later  than  a  designated  date  and  time, 
but  not  on  a  legal  holiday  or  the  day 
following.  Bids  should  be  opened  and 
read  in  the  presence  of  bidders  and  a 
tabulation  of  all  bids  received  should  be 
furnished  to  each  bidder.  An  itemized 
reading  of  the  apparent  low  bid  or  bids 
will  be  made  at  the  request  of  any  bidder. 
Under  no  circumstances  shoulc.  a  bidder 
be  permitted  to  alter  his  bid  after  the 
time  designated  for  receipt  of  bids. 

(2)  Bid  openings.  Bid  openings  will  be 
attended  by  an  FHA  representative. 

(f)  Contract  awards.  Ordinarily,  con¬ 
tracts  will  be  awarded  to  the  lowest  re¬ 
sponsible  bidder.  The  FHA  representa¬ 
tive,  the  engineer  for  the  applicant,  and 
the  applicant  will  examine  and  thor¬ 
oughly  analyze  the  bids.  They  will  mutu¬ 
ally  agree  upon  any  contract  awards  to 
be  made  before  the  applicant  takes  any 
official  action  toward  awarding  contracts. 

(1)  Deductive  alternates.  Deductive 
alternates  may  be  specified  in  the  bid¬ 
ding  documents  to  the  extent  necessary 
to  insure  a  bid  within  the  funds  an¬ 
nounced  as  available  to  finance  the  con¬ 
tract.  Deductive  alternates  will  be  set  up 
only  for  methods  of  construction  and 
quantities  of  work.  “Deductive  alternates 
will  not  be  included  for  materials”  such  a.s 
type  of  pipe.  The  preferential  order  of  the 
acceptance  of  deductive  alternates  neces¬ 
sary  to  bring  the  project  within  the  avail¬ 
able  funds  will  be  clearly  shown  in  the 
bid  schedule.  The  applicant  will  an- 
noimce  the  amoimt  of  funds  available  for 
construction  at  the  bid  opening  immedi¬ 
ately  prior  to  the  opening  of  the  first  bid. 
The  position  of  the  bidders  will  be  deter¬ 
mined  by  the  acceptance  of  the  required 
number  of  deductive  alternates  necessary 
to  bring  the  cost  of  the  project  within  the 
amount  of  funds  available.  When  accept¬ 
ing  deductive  alternates,  the  applicant 
must  carefully  evaluate  the  effect  the  ac¬ 
ceptance  of  the  alternate  will  have  on  the 
annual  operating  budget  and  on  FHA 
loan  approval  conditions.  The  option  to 
make  an  award  on  any  basis  specified 
above  must  be  clearly  stated  in  the  bid¬ 
ding  dociunents. 

(g)  Contract  approval.  The  appli¬ 
cant's  attorney  will  review  the  executed 
contract  documents  including  perform¬ 
ance  and  payment  bonds  and  provide  the 
Coimty  Supervisor  with  his  certification 
that  they  have  been  properly  executed 


and  that  the  persons  executing  these 
documents  have  been  properly  authorized 
to  do  so.  The  contract  dociunents,  includ¬ 
ing  bid  bonds  and  bid  tabulation  sheets, 
will  be  forwarded  to  FHA  for  approval. 
All  contracts  will  contain  a  provision 
that  they  are  not  in  full  force  and 
effect  until  they  have  been  approved  by 
FHA  in  writing. 

(h)  Equal  opportunity  in  employment 
for  construction.  All  successful  bidders 
for  contracts  in  excess  of  $10,000  will  be 
required  to  execute  and  comply  with  the 
requirements  of  Form  FHA  400-6, 
“Compliance  Statement.” 

(i)  Davis-Bacon  and  related  Acts.  The 
provisions  of  the  Davis-Bacon  and  re¬ 
lated  Acts  do  not  apply  to  loans  or  grants 
made  by  FHA  for  water  and  waste  dis¬ 
posal  projects.  The  Act  may  apply  to  por¬ 
tions  of  such  projects  which  are  bi^g 
financed  in  part  by  other  Federal  agen¬ 
cies.  In  such  cases,  it  will  be  the  respon¬ 
sibility  of  such  other  Federal  agencies  to 
assure  compliance  with  the  Act.  The 
FHA  County  Supervisor  can  provide  fur¬ 
ther  information. 

§  1823.41  Preronstruclion  conference. 

Prior  to  begining  development,  an  FHA 
representative  will  review  the  planned 
development  with  the  applicant,  its  engi¬ 
neer  and  attorney,  the  ccmtractor,  and 
other  interested  parties.  The  conference 
will  thoroughly  cover  the  items  included 
in  Form  FHA  424-16,  “Record  of  Pre¬ 
construction  Conference,”  and  the  dis¬ 
cussions  and  agreements  will  be  docu¬ 
mented  on  that  form. 

§  1823.42  Resident  inspection. 

Full-time  resident  inspection  is  en¬ 
couraged  for  all  projects.  Inis  inspec¬ 
tion  may  be  provided  by  the  consulting 
engineer  or  the  applicant  may  engage  a 
qualified  Inspector  who  will  work  under 
the  general  supervision  of  the  engineer. 
Daily  inspection  report  forms  and  partial 
payment  estimate  forms  are  available  on 
request  from  the  County  Supervisor. 

(a)  Inspectors  daily  diary.  The  inspec¬ 
tor  will  maintain  a  daily  diary  in  accord¬ 
ance  with  the  following; 

(1)  The  diary  shall  be  maintained  in 
a  hard-bound  book. 

(2)  The  diary  book  shall  have  all  pages 
numbered  and  all  entries  written  in  ink. 

(3)  All  entries  shall  be  altered  on  a 
daily  basis  beginning  with  the  date  and 
weather  conditions. 

(4)  Daily  entries  shall  include  dally 
work  performed,  number  of  men  and 
equipment  used  in  the  performance  of 
work,  and  all  incidental  happenings 
during  that  day. 

(b)  Final  inspection.  A  final  inspec¬ 
tion  will  be  made  by  representatives  of 
the  borrower’s  governing  body,  the  engi¬ 
neer,  the  contractor,  local.  State,  or  Fed¬ 
eral  regulatory  agencies,  other  agencies 
providing  financial  assistance,  and  FHA 
before  final  payment  is  made.  Final  pay¬ 
ment  will  not  be  made  until  all  parties 
concur  in  writing  that  the  construction 
has  been  completed  as  planned. 

§  1823.43  Changes  in  development 
plans. 

Changes  in  the  development  plan  may 
be  made  at  the  request  of  the  borrower 
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provided  funds  are  available  to  cover  the 
costs.  The  proposed  changes  must  be 
recorded  on  Form  FHA  424-7,  “Ccxitract 
Change  Order.”  The  change  order  must 
be  signed  by  the  borrower,  the  projwt 
engineer,  the  contrwtor,  and  FHA  be¬ 
fore  becoming  effective. 


§  1823.44  Additional  information. 

The  FHA  County  Supervisor  will  pro¬ 
vide  additional  information  needed  by 
the  applicant  or  its  representatives  and 
will  supply  the  needed  forms. 


8  1823.45  Aprendix  2  (referred  to  in 
FHA  offices  as  Exhibit  D),  Require¬ 
ments  for  Accounting  and  Financial 
Reporting  by  (kmimunity  Programs 
Borrowers. 


This  appendix  (cwisisting  of  §§  1823.45 
through  1823.52)  sets  forth  guidelines 
pertaining  to  accounting  systems,  man¬ 
agement  reports,  and  audits  for  Farmers 
Home  Administration  (FHA)  borrowers. 
Accotmting  systems  which  utilize  the  sug¬ 
gested  charts  of  accounts  and  which  are 
maintained  in  accordance  with  gener¬ 
ally  accepted  accoimting  principles  will 
supply  the  necessary  accounting  data  for 
borrower  operations. 


§  1823.46  Borrower  responsibilities. 

All  borrowers  are  required  to  main¬ 
tain  adequate  records  and  acjcounts  and 
submit  financial  and  statistical  reports 
to  FHA.  Borrower  agreements  provide 
that  FHA  representatives  may  have  ac¬ 
cess  to  and  the  right  to  inspect  any  or  all 
books  records,  and  accounts  pertaining 
to  the  facility  of  the  borrower.  Those 
elected  and/or  appointed  officials  (here¬ 
inafter  referred  to  as  governing  bodies) 
of  the  borrower  are  by  virtue  of  their 
position  charged  with: 

(a)  Accepting  their  responsibilities  as 
defined  in  the  articles  of  incorporation 
and  the  bylaws,  the  statutes  imder  which 
they  operate,  and  the  terms  of  their 
agreements  with  FHA. 

(b)  Conducting  borrower’s  affairs  so 
that  the  terms  of  its  agreement  with 
FHA  will  be  fulfilled. 

(c)  Maintaining  accounting  records 
adequate  for  successful  operation. 

(d)  Pr^aration  of  reports  necessary 
for  successful  management  and  <H>era- 
tion  and  submitting  copies  of  such  re¬ 
ports  to  FHA  as  required. 

(e)  Planning  for  sufficient  income  and 
control  costs  to  the  extent  necessary  to 
assure  that  all  financial  obligations  can 
be  paid  when  due. 

(f)  Establishing  and  maintaining 
rules,  regulations,  rate  schedules,  fees, 
assessments,  and  policies  necessary  for 
orderly  and  economic  operation. 

(g)  Providing  proper  control  and 
management  of  operations,  and  inform¬ 
ing  membership,  users,  or  patrons  of 
organization  goals,  activities,  and  cur¬ 
rent  financial  situation. 


§  1823.47  AccounU  and  records. 

Each  borrow’er  shall  keep  and  safely 
preserve  its  books  of  account,  and  all 
other  books,  records,  and  memoranda 
which  support  the  entries  in  such  books 
of  account  so  as  to  be  able  to  furnish 
full  information  as  to  any  items  in¬ 
cluded  in  any  account.  Each  entry  shall 


be  supported  by  such  detailed  informa¬ 
tion  as  will  permit  ready  identification, 
analysis,  and  verification  of  all  facts 
relevant  thereto. 

(a)  Accounting  systems.  Each  FHA 
borrower  is  responsible  for  establishing 
and  maintaining  its  accounting  system, 
which  must  be  operational  and  approved 
by  FHA  before  any  loan  funds  are  re¬ 
ceived.  Systems  shall  be  maintained  on 
an  accrual  basis. 

(1)  Borrowers  with  small  operations 
may  use  Form  FHA  430-5,  “Bookkeeping 
System  for  Small  Organizations. 

(2)  Accoimting  systems  required  by  a 
State  or  regulatory  agency  for  public 
entities  may  be  a(x:eptable  to  FHA. 

(3)  A  recommended  minimum  chart 
of  accounts  is  shown  in  §  1823.52. 

(4)  Accounting  systems  may  be  main¬ 
tained  by  borrower  personnel,  a  book¬ 
keeping  service,  a  computer  service  or 
through  other  arrangements  satisfac¬ 
tory  to  the  borrower  and  FHA. 

(b)  Closing  of  hooks.  Each  borrower 
shaU  close  its  accounting  records  at  the 
end  of  its  fiscal  year  unless  State  stat¬ 
utes  or  regulations  prescribe  otherwise. 

(c)  Bank  accounts.  (1)  Borrowers 
shall  maintain  a  bank  account  or  bank 
accounts  in  a  bank  whose  deposits  are 
insured  by  the  Federal  Deposit  Insur¬ 
ance  Corporation. 

(2)  The  private  bank  account  of  the 
borrower  shall  be  known  as  the  Revenue 
Fund  Account  and  all  revenue  shall  be 
deposited  therein  and  expended  and 
used  only  in  the  manner  prescribed  by 
the  bond  ordinance,  loan  agreement,  or 
loan  resolution. 

(3)  The  reserve  cash  account  may  oe 
invested  in  an  interest  bearing  savings 
account,  certificates  of  deposit,  treasury 
bills,  a  savings  and  loan  association  ac¬ 
count,  or  may  be  used  to  make  a  pre¬ 
pay  mrait  on  the  FHA  loan. 

§  1823.48  Management  reports. 

Effective  decisions  by  governing  bodies 
are  critical  to  successful  operation.  In 
order  to  make  effective  decisions,  the 
governing  body  must  receive  timely  in¬ 
formation  by  means  of  financial  and 
other  appropriate  reports  which  will  as¬ 
sist  it  in  the  fulfillment  of  its  basic  tasks, 
the  formulation  of  plans  to  achieve  goals, 
and  the  control  of  operations  to  accom¬ 
plish  planned  results.  The  following  min¬ 
imum  required  reports  will  furnish  the 
governing  body  with  a  means  of  evaluat¬ 
ing  prior  decisions  and  serve  as  a  basis 
for  planning  the  future  operations  and 
financial  conditions  of  the  borrower. 

(a)  Form  FHA  442-1.  '’Forecast  of 
Cash  Receipts  and  Disbursements  (.Oper¬ 
ating  Budget).”  (1)  The  operating 
budget  shall  be  prepared  and  adopted  by 
the  governing  body  prior  to  the  begin¬ 
ning  of  each  fiscal  year.  It  should  be 
based  on  realistic  and  informed  estimates 
of  expected  receipts  and  disbursements 
for  the  coming  fiscal  year.  Planning 
should  generally  be  done  on  the  basis  of 
control  6f  expenses  as  much  as  possible, 
and  making  sure  that  rates,  fees,  and  so 
forth,  are  set  to  provide  the  necessary 
revenue.  Throughout  the  year,  other  fi¬ 
nancial  reports  which  compare  the  oper¬ 


ating  budget  with  actual  receipts  and  dis- 
bursemMits  will  provide  valuable  infor¬ 
mation  in  the  preparation  of  future 
budgets. 

(2)  Two  copies  of  Form  FHA  442-1 
and  copies  of  the  minutes  of  the  meeting 
at  which  it  was  approved  will  be  sub¬ 
mitted  to  the  FHA  County  Supervisor  no 
later  than  20  days  after  the  beginning  of 
the  borrower’s  new  fiscal  year. 

(b)  Statement  of  income  and  expense. 
Form  FHA  442-2  will  be  used  to  detail 
the  income  and  expenses  during  a  given 
accounting  period.  Two  copies  of  Form 
FHA  442-2  will  be  forwarded  to  the  FHA 
County  Supervisor  at  the  end  of  each 
quarter  unless  FHA  requires  more  fre¬ 
quent  submissions. 

(c)  Balance  sheet.  Form  FHA  442-3  is 
a  Statement  of  Financial  Conditions  and 
discloses  the  assets,  liabilities,  reserves, 
and  net  worth  of  the  borrower  as  of  the 
end  of  an  accounting  period  such  as 
quarterly,  semiannually,  or  annually.  The 
Balance  Sheet  shaU  be  prepared  as  often 
as  needed  by  the  governing  body.  Two 
copies  of  the  Form  FHA  442-3,  prepared 
as  of  the  end  of  the  fiscal  year,  will  be 
forwarded  to  the  FHA  County  Supervisor 
no  later  than  20  days  after  the  end  of 
the  fiscal  year. 

(d)  Report  submission.  Those  borrow¬ 
ers  using  a  machine  accounting  system 
may  submit  print-out  type  reports  pro¬ 
vided  these  reports  are  in  the  format  of 
the  required  FHA  forms.  Also,  borrowers 
desiring  to  submit  more  detailed  infor¬ 
mation  than  required  by  FHA  forms  may 
attach  such  detail  to  the  related  FHA 
form. 


§  1823.49  Additional  reports. 

Each  borrower  Is  required  to  provide 
the  FHA  Coimty  Supervisor  within  20 
days  following  the  end  of  the  fiscal  year 
the  following: 

(a)  A  letter  showing: 

( 1 )  The  name,  address,  and  term  or  of¬ 
fice  for  each  member  of  the  governing 
body,  and 

(2)  The  number  of  residential  users 
and  the  number  of  commercial  users, 

(b)  Evidence  that  required  property 
and  liability  insurance,  workman’s  com¬ 
pensation.  and  fidelity  bond  premiums 
have  been  paid. 


§  1823.50  Audits. 


FHA  borrowers  required  to  have  an  an¬ 
nual  audit  performed  by  an  independent 
public  accountant  are  those  whose  pro¬ 
jected  gross  income  for  the  first  full  year 
of  <w)erations  (column  3  of  Form  FHA 
442-1)  exceeds  $25,000,  and  others  as 
required  by  the  FHA  State  Director.  Bor¬ 
rowers  whose  annual  gross  income  is  Iks 
than  $25,000  may  have  an  annual  aumt 
made  by  an  independent  public 
accountant. 

(a)  Such  audits  shall  be  conducted  in 
accordance  with  generally  accepted 
auditing  standards  by  independent  certi¬ 
fied  public  accountants  or  by  independ¬ 
ent  licensed  public  accountants  licensed 
on  or  before  December  31,  1970,  who  are 
certified  or  licensed  by  a  regulatory  au¬ 
thority  of  a  State  or  other  political 
subdivision  of  the  United  States. 
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(b)  Audits  will  be  prepared  in  accord¬ 
ance  with  the  requirements  of  the  hand¬ 
book,  “Instructions  to  Independent  Cer¬ 
tified  Public  Accountants  and  Licensed 
Public  Accountants  Performing  Audits 
of  Farmers  Home  Administration  Bor¬ 
rowers  and  Grantees.”  Copies  of  this 
handbook  may  be  obtained  from  the 
County  Supervisor. 

(c)  Audit  reports  prepared  for  a  bor¬ 
rower  in  accordance  with  the  require¬ 
ments  of  a  State  or  other  regulatory 
agency  may  be  accepted  by  PHA  in  lieu 
of  those  required  in  paragraph  (b)  of 
this  section. 

(d)  A  copy  of  the  audit  report  will  be 
forwarded  to  the  PHA  County  Super¬ 
visor  by  the  borrower  as  soon  as  it  is 
received. 

§  1823.51  Financial  reports  for  organi¬ 
zations  not  reqiiir^  to  submit  an 
audit  report. 

Borrowers  whose  annual  gross  income 
for  a  full  year  of  operation  is  less 
than  $25,000  and  not  having  an  an¬ 
nual  audit  made  by  an  independent  pub¬ 
lic  aocotmtant,  will  within  60  days  fol¬ 
lowing  the  end  of  each  fiscal  year,  fur¬ 
nish  the  PHA  County  Supervisor  with  an 
annual  report,  consisting  of  a  verifica¬ 
tion  of  the  organization’s  balance  sheet 
and  statement  of  income  and  expense  by 
a  committee  of  the  membership  not  in¬ 
cluding  any  officer,  director,  or  employee. 
Such  committees  will  be  appointed  by  the 
borrower’s  governing  body  and  will  cer¬ 
tify  to  its  examination  of  the  accounts 
and  records.  ’The  final  Statement  of  In¬ 
come  and  Expense,  Form  PHA  442-2,  for 
the  year  and  the  Balance  Sheet,  Form 
PHA  442-3,  will  be  iised. 

§  1823.52  Minimum  chart  of  accounts 
for  water  and  waste  disposal  bor¬ 
rowers. 

Public  body  and  nonprofit  water  and 
waste  disi>osal  associations  will  use  the 
system  of  accounts  prescribed  by  the 
State  or  other  regulatory  authority.  If 
none  is  prescribed,  the  water  association 
or  public  body  may  use  the  Uniform  Sys¬ 
tem  of  Accounts  for  Class  D  Water  Utili¬ 
ties  published  by  the  National  Associa¬ 
tion  of  Regrulatory  Utility  Commissioners, 
or  the  following  minimum  suggested 
chart  of  accounts  for  PHA  borrowers. 
Associations  or  public  bodies  using  this 
system  of  accoimts  will  use  only  those 
accounts  necessary  to  adequately  fiunish 
readily  the  information  needed  to  pre¬ 
pare  balance  sheets  and  other  financial 
reports. 

(a)  ’The  numbers  preceding  each  ac¬ 
count  are  for  reference  purpose  only 
and  are  not  intended  to  represent  a  com¬ 
prehensive  method  of  coding. 

Assets — fixed; 

101  UtUlty  Plant. 

Ill  Allowance  for  Depreciation. 

121  Land. 

124  Other  Investments. 

Assets — current: 

131  Cash — Revenue  Fund  Account. 

132  Cash — Operation  and  Maintenance 

Fund. 

133  Cash — Debt  Service. 

134  Cash — Reserve  Fund. 

135  Cash — Construction  Funds. 

136  Petty  Cash  and  Change  Fund. 


Assets — Current — Continued 
141  Notes  Receivable. 

143  Customer  Accounts  Receivable. 

144  Allowance  for  Uncollectible  Accounts. 
160  Materials  and  Supplies. 

Assets — deferred : 

165  Prepayments. 

183  Other. 

Proprietary  capital  (net  worth) ; 

208  Members — Investment. 

215  Retained  Earnings. 

219  Net  Income  or  (Loss). 

CURRENT  TEAR 

LiabUlties — ^long-term : 

221  Bonds  or  Notes  Payable — PHA. 

224  Other. 

Liabilities — current : 

231  Notes  Payable — Current  Portion. 

232  Accounts  Payable. 

236  Customer  Deposits. 

236  Taxes  Payable. 

237  Interest  Payable. 

238  Other. 

Minimum  Chart  or  Accounts  for  Water  and 
Waste  Disposal  Borrowers 

Income  Accounts: 

400  Operating  Revenues. 

416  Revenues  from  Jobbing  and  Contract 
Work. 

418  Nonoperating  Rental  Income. 

419  Interest  and  Dividend  Income. 

421  Miscellaneous  Income. 

460  Unmetered  Sales  to  General  Cus¬ 

tomers 

461  Metered  Sales  to  General  Customers. 

462  Private  Fire  Protection  Service. 

463  Public  Fire  Protection  Service. 

464  Other  Sales  to  Public  Authorities. 

465  Sales  to  Irrigation  Customers. 

466  Sales  for  Resale. 

Operation  and  maintenance  accounts  plant 
operation: 

600  Salaries  and  Wages. 

610  Purchased  Water. 

620  Fuel  car  Power  Purchased  tor  Pump¬ 
ing. 

630  Chemicals. 

640  Supplies  and  Expenses. 

650  Repairs  of  Water  Plant. 

660  Transportation  Expenses. 

General  expenses: 

680  Administrative  and  General  Salaries. 

681  Office  Supplies  and  Other  Expenses. 

682  Outside  Services  Employed. 

683  Interest. 

684  Insurance  Expense. 

686  Employees  Pensions  and  Benefits. 

688  Regulatory  Commission  Expenses. 

689  Miscellaneous  General  Expenses. 

690  Uncollectible  Accounts. 

Note:  The  reporting  and/or  recordkeeping 
requirements  contained  herein  have  been  ap¬ 
proved  by  the  Office  of  Management  and 
Budget  in  accordance  with  the  Federal  Re¬ 
ports  Act  of  1942. 

§  1823.53  Appendix  3  (referred  to  in 
FHA  ofiiees  as  Exhibit  C),  Informa¬ 
tion  Pertaining  To  Preparation  of 
Notes  or  Bonds  and  Bond  Transcript 
Documents  for  Public  Body  Appli¬ 
cants. 

This  appendix  (consisting  of  §§  1823.53 
through  1823.61)  outlines  the  policies  of 
the  Farmers  Home  Administration 
(FHA)  with  respect  to  preparation  and 
Issuance  of  evidences  of  debt  (herein¬ 
after  in  this  appendix  sometimes  re¬ 
ferred  to  as  “bonds"  or  “debt  Instru¬ 
ments”)  by  applicants  whose  obligations 
bear  interest  that  is  not  subject  to  Fed¬ 
eral  income  tax. 


(a)  To  be  eligible  for  an  FHA  loan, 
each  applicant  must  establish  that  it  is 
unable  to  obtain  other  credit  to  meet  its 
needs  at  reasonable  rates  and  terms. 

(b)  Each  applicant  will  be  required  to 
make  a  public  offering  of  its  bonds  for 
sale  as  soon  as  ik  has  been  determined 
that  the  facility  can  be  completed  within 
the  estimate. 

(c)  FHA  will  work  closely  with  the 
applicant  through  the  various  stages  of 
application  processing  and  bond  offer¬ 
ing.  However,  preparation  of  the  bonds 
and  the  bond  transcript  documents  will 
be  the  responsibility  of  the  applicant. 
’The  applicant  normally  will  be  repre¬ 
sented  by  a  local  attorney  who  will  ob¬ 
tain  the  assistance  of  a  recognized  bond 
counsel  firm  which  has  had  experience 
in  municipal  financing  and  has  previ¬ 
ously  issued  opinions  that  have  been  ac¬ 
cepted  by  municipal  Investors  such  as  in¬ 
vestment  dealers,  banks,  and  insurance 
companies. 

(d)  All  bonds  will  be  prepared  in  ac¬ 
cordance  with  this  exhibit  and  will  con¬ 
form  as  nearly  as  possible  to  accepted 
methods  of  preparation  of  similar  bonds 
in  the  area.  Ordinarily  the  bonds  should 
not  be  offered  for  sale  until  the  exact 
amoimt  of  funds  needed  is  determined  by 
inviting  construction  bids.  Notices  of 
bond  sales  will  be  prepared  to  attract 
investors.  If  they  make  acceptable  bids, 
the  bonds  will  be  sold  to  them.  FHA  wdll 
purchase  the  bonds  only  if  acceptable 
bids  are  not  received. 

(e)  Many  matters  necessary  to  com¬ 
ply  with  FHA  requirements  such  as  land 
rights,  easements,  and  organizational 
documents  will  be  handled  by  the  appli¬ 
cant’s  local  attorney.  Specific  closing  in¬ 
structions  in  addition  to  any  require¬ 
ments  of  bond  counsel  will  be  issued  by 
the  Office  of  the  General  Counsel  «X1C) . 

§  1823.54  Bond  transcript  documents. 

Any  questions  with  respect  to  FHA  re¬ 
quirements  should  be  discussed  with  local 
FHA  representatives.  Bond  counsel  is 
required  to  fiunish  at  least  two  com¬ 
plete  sets  of  the  following  to  the  appli¬ 
cant,  which  will  furnish  one  complete  set 
to  FHA: 

(a)  Copies  of  all  organizational  docu¬ 
ments. 

(b)  Copies  of  general  Incumbency 
certificate. 

(c)  Certified  copies  of  minutes  or  ex¬ 
cerpts  therefrom  of  all  meetings  of  the 
applicant’s  governing  body  at  which  ac¬ 
tion  was  taken  in  connection  with  the 
authorization  and  issuance  of  the  bonds. 

(d)  Certified  copies  of  dociunents  evi¬ 
dencing  that  the  applicant  has  complied 
fully  with  all  statutory  requirements  in¬ 
cident  to  the  calling  and  holding  of  a 
favorable  bond  election,  if  such  an  elec¬ 
tion  is  necessary  in  connection  with  bond 
issuance. 

(e)  Certified  c<H>les  of  the  resolutions 
or  ordinances  or  other  documents  acted 
upon  at  such  meetingrs,  such  as  the  bond 
authorizing  resolution  or  ordinance  and 
any  resolution  establishing  rates  and 
regulating  the  use  of  the  improvement, 
if  such  documents  are  not  included  in 
the  minutes  furnished. 
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(f )  Copies  of  official  Notice  of  Sale  and 
affidavit  of  publication  of  Notice  of  Sale. 

(g)  Specimoi  bond,  with  any  attached 
coupons. 

(h)  Attorney’s  no-litigation  certifi¬ 
cate. 

(i)  Certified  copies  of  resolutions  or 
other  documents  pertaining  to  the  bond 
award. 

( j )  Any  additional  or  supporting  docu¬ 
ments  required  by  bond  counsel. 

(k)  Preliminary  approving  opinion,  if 
any,  and  final  unqualified  approving 
opinion  of  recognized  bond  counsel  in¬ 
cluding  opinion  regarding  interest  on 
Ixmds  being  exempt  from  Federal  and 
any  State  income  taxes. 

§  1823.55  Interim  financing  from  com¬ 
mercial  sources  daring  construction 
period. 

In  all  cases  where  it  is  possible  for 
funds  to  be  borrowed  at  reasonable  inter¬ 
est  rates  on  an  interim  basis  from  com¬ 
mercial  sources,  such  interim  financing 
will  be  obtained  so  as  to  preclude  the 
necessity  for  multiple  advances  of  FHA 
funds.  Where  legally  permissible,  the 
applicant  will  advertise  for  the  sale  of 
permanent  bonds  prior  to  obtaining 
interim  financing  so  that  it  may  be  de¬ 
termined  definitely  whether  FHA  will  be 
the  purchaser  of  the  bonds.  Of  course,  if 
FHA  is  not  the  purchaser,  FHA  will  not 
require  interim  financing. 

§  1823.56  Permanent  instruments  for 
FHA  loans  to  repay  interim  commer¬ 
cial  financing. 

Such  loans  will  be  evidenced  by  one 
of  the  types  of  instruments  in  the  order 
of  preference  shown  in  !  1823.57. 

§  1823.57  Multiple  advances  of  FHA 
funds  using  permanent  instruments. 

Where  interim  financing  from  com¬ 
mercial  sources  is  not  available,  FHA 
loan  proceeds  will  be  disbiused  on  an 
“as  needed  by  borrower”  basis  in 
amotmts  not  to  exceed  amount  needed 
during  30-day  periods.  FHA  loans  will  be 
evidenced  by  the  following  types  of 
instruments  chosen  in  accordance  with 
the  following  order  of  preference: 

(a)  First  preference — Form  FHA  440- 
22.  If  legally  permissible,  use  Form  FHA 
440-22,  “Promissory  Note  (Association  or 
Organization) .”  For  insured  loans,  notes 
will  be  issued  in  amounts  not  to  exceed 
$500,000  or  the  amount  estimated  neces¬ 
sary  for  an  S-mcaith  construction  period, 
whichever  is  smaller.  For  example,  when 
it  appears  that  construction  will  require 
from  8  to  16  months,  two  notes  will  be 
used.  If  it  appears  that  construction  will 
require  more  than  16  mmiths,  three  notes 
will  be  used.  The  first  note  will  be  for  the 
amount  estimated  to  be  needed  during 
the  first  8  months.  The  second  note  will 
be  for  the  balance  of  the  loan  if  it  is 
estimated  that  construction  will  be  com¬ 
pleted  in  16  months,  or  for  the  amount 
estimated  to  be  needed  during  the  second 
8  months  if  it  appears  that  construction 
will  require  more  than  16  months.  In 
these  cases,  the  third  note  will  be  for  the 
balsmce  of  the  loan.  In  any  event  no  note 
may  exceed  $500,000.  This  may  require 
more  than  three  notes. 


(b)  Second  preference — single  instru¬ 
ment  toith  amortized  installments.  If 
Form  FHA  440-22  is  not  legally  permis¬ 
sible,  use  a  single  instnunent  showing  on 
the  face  the  full  amount  of  the  loan  and 
providing  for  amortized  installments 
with  provision  for  entering  the  date  and 
amount  of  each  advance  of  the  reverse 
of  or  on  an  attachment  to  the  instru¬ 
ment.  Form  FHA  440-22  should  be  fol¬ 
lowed  to  the  extent  possible. 

(1)  In  case  the  construction  period 
exceeds  8  months,  the  requirements  for 
more  than  one  instrument  but  not  ex¬ 
ceeding  a  principal  amount  of  $500,000  as 
detailed  in  “First  Preference”  apply. 

(2)  Where  interest-only  payments  are 
scheduled  for  the  first  installment  due 
dates,  no  attempt  should  be  made  to 
compute  in  dollar  terms  the  amount  of 
interest  due  on  such  dates.  Rather  the 
instrument  should  provide  that  “interest 
only”  is  due  on  these  dates.  Thereafter, 
regular  annual  amortized  installments 
of  a  specified  dollar  amount  will  be  due 
on  each  installment  date. 

(c)  Third  preference — single  instru¬ 
ment  with  installments  of  principal  plus 
interest.  If  a  single  amortiz^  installment 
instrument  is  not  legally  permissible,  use 
a  single  instrument  providing  for  spec¬ 
ified  installments  of  principal  plus  ac¬ 
crued  interest.  The  annual  principal 
should  be  in  an  amount  best  adapted  to 
making  principal  retirement  and  inter¬ 
est  payments  which  closely  approximate 
equal  annual  installments  of  combined 
Interest  and  principal  as  required  by  the 
first  two  preferences. 

(1)  The  repayment  terms  described  in 
the  last  paragraph  of  the  “Second  Pref¬ 
erence”  apply.  In  case  the  construction 
period  exceed  8  months,  the  require¬ 
ments  for  more  than  one  instrument  but 
not  exceeding  a  principal  amount  of 
$500,000  as  detailed  in  “First  Preference” 
apply. 

(2)  Instruments  shall  contain  in  sub¬ 
stance  the  following  provisions: 

(i)  A  statement  of  principal  maturities 
and  due  dates. 

(ii)  Annual  payments  made  on  in¬ 
debtedness  evidenced  by  this  instrument, 
regardless  of  when  made,  shall  be  applied 
first  to  interest  computed  to  the  annual 
installment  due  date  and  next  to  prin¬ 
cipal.  Other  payments,  regardless  of  the 
source  of  funds  from  which  such  pay¬ 
ments  may  be  made,  shall,  after  payment 
of  interest  to  the  installment  due  date  if 
the  anniial  payment  is  insufficient  to  pay 
all  such  inter^,  be  applied  to  the  prin¬ 
cipal  last  to  become  due  under  the 
Instrument  and  shall  not  affect  the  obli¬ 
gation  of  the  borrower  to  pay  the  re¬ 
maining  installments  as  sch^iiled.  Such 
payments  shall  be  applied  only  on  the  in- 
sttdlment  due  dates. 

(d)  Fourth  preference.  If  instruments 
described  imder  the  first,  second,  and 
third  preferences  are  not  legally  per¬ 
missible,  use  serial  bonds  with  a  bond  or 
bonds  delivered  in  the  amoimt  of  each 
advance.  Bonds  will  be  delivered  in  the 
order  of  their  numbers.  Such  bonds  will 
conform  with  the  minimiun  require¬ 
ments  of  8  1823.59.  Rules  for  application 
of  payments  on  serial  bonds  will  be  the 


same  as  those  for  principal  installment 
single  bonds  as  set  out  in  the  preceding 
paragraph. 

§  1823.58  Multiple  advances  of  FHA 
funds  using  temporary  debt  instru¬ 
ment. 

When  none  of  the  instruments  de¬ 
scribed  in  §  1823.57  are  legally  permis¬ 
sible  for  multiple  advances,  each  advance 
will  be  evidenced  by  an  instrument  ap¬ 
proved  by  the  State  Director,  Regional 
Attorney,  and  Bond  Counsel  and,  if  fea¬ 
sible,  issued  as  an  FHA  State  form. 

(a)  The  approved  form  or  instrument 
will  show  at  least  the  following: 

( 1 )  The  date  from  which  each  advance 
will  bear  interest. 

(2)  The  interest  rate. 

(3)  A  payment  schedule  providing  for 
interest  on  outstanding  principal  to  be 
paid  on  January  1  of  each  year  (or  other 
payment  date(s)  if  required  by  State 
law). 

(4)  A  matiuity  date  which  shall  be  no 
earlier  than  the  anticipated  issuance 
date  of  the  permanent  instrument(s). 

§  1823.59  Minimum  bond  specifications. 

The  provisions  of  this  section  are  min¬ 
imum  specifications  only  and  must  be 
followed  to  the  extent  legally  permissible. 

(a)  Type  and  denomination.  Bond 
resolutions  or  ordinances  will  provide 
that  the  instnunent(s)  will  be,  at  the 
option  of  the  successful  bidder,  either 
i^rial  bonds  in  denominatirais  not  to  ex¬ 
ceed  $10,000  (ordinarily  in  multiples  of 
$1,000),  or  bonds  not  to  exceed  $500,000 
each.  Single  bonds  may  provide  for  either 
repayment  of  principal  plus  interest  or 
amortized  installments;  amortized  in¬ 
stallments  are  preferable  from  the  stand¬ 
point  of  FHA.  Coupon  bonds  will  not  be 
used  unless  required  by  statute. 

(b)  Bond  registration.  Bonds  will  con¬ 
tain  provisions  permitting  registration  as 
to  both  principal  and  interest.  Bonds 
purchased  by  FHA  will  be  registered  in 
the  name  of  "United  States  of  America, 
Farmers  Home  Administration,”  and 
wrill  remain  so  registered  at  all  times 
while  the  bonds  are  held  or  insured  by 
the  United  States.  The  address  of  FHA 
for  registration  purposes  will  be  that  of 
the  local  FHA  County  Office  to  which  the 
borrower  is  to  forward  its  payments. 

(c)  Size  and  Quality.  Size  of  b<mds  and 
coupons  should  conform  to  standard 
practice.  Paper  must  be  of  sufficient  qual¬ 
ity  to  prevent  deterioration  through  or¬ 
dinary  handling. 

(d)  Date  of  bonds.  Bonds  acquired  by 
FHA  will  be  dated  as  of  the  day  of  de-  ( 
livery  and  pasrment. 

(e)  Payment  date.  Payments  on  bonds  , 
purchased  by  FHA  will  be  scheduled  for 
January  1  unless  an  annual  date  other 
than  January  1  is  certified  by  bond  coun-  ’ 
sel  as  being  legally  necessary  for  speci¬ 
fied  reasons.  Principal  payments  will  be  ‘ 
scheduled  annually  beginning  wdth  the  ^ 
first  annual  installment  date  after  loan  ' 
closing  or  the  first  annual  installment  i 
date  after  any  approved  deferment  pe¬ 
riod.  Interest  payments  will  be  sched-  t 
uled  annually  beginning  with  the  first 


FEDERAL  REGISTER,  VOL  37.  NO.  1 1 8— SATURDAY.  JUNE  17.  1972 


RULES  AND  REGULATIONS 


12061 


it 

g 

4 


!e 


al 


it 

ce 


or 

tje 

er 

te 


no 

ce 


ns. 


n- 

be 

le. 

nd 

de 

.he 

ler 

!X- 

of 

>00 

ler 

or 

In- 

id- 

be 

m- 
as 
ids 
in 
ica, 
md 
nes 
by 
HA 
i  of 
the 

and 

ard 

lal- 

or- 

l  by 
de- 

»nds 
for 
ther 
»un- 
leci- 
1  be 
the 
loan 
lent 
pe-j 
led- 1 
first 


annual  installment  date  after  loan  clos¬ 
ing.  Semiannual  interest  payments,  if  re¬ 
quired,  will  be  scheduled  for  January  1 
and  July  1,  unless  other  dates  are  certi¬ 
fied  by  bond  counsel  as  being  legally  nec¬ 
essary  for  specified  reasons. 

(f)  Maturity  schedule.  The  annual 
principal  retirement  should  be  the  one 
best  adapted  to  making  bond  retirement 
and  interest  payments  which  (with  the 
addition  of  any  other  scheduled  debt 
payments  of  the  borrower)  closely  ap¬ 
proximate  equal  annual  installments  of 
combined  interest  and  principal  over  the 
term  for  which  the  FHA  loan  is  approved. 

(g)  Place  of  payment.  Payments  on 
bonds  purchased  by  FHA  should  be  made 
by  the  borrower  at  the  local  FHA  County 
Office  without  the  assistance  of  a  pasdng 
agent. 

(h)  Redemptions.  Bonds  should  con¬ 
tain  custoipai-y  redemption  provisions; 
subject,  however,  to  unlimited  right  of 
redemption  without  premium  of  any 
bonds  held  by  FHA  except  to  the  extent 
limited  by  the  provisions  under  the 
“Third  Preference”  and  “Fourth  Prefer¬ 
ence”  in  §  1823.57. 

(i)  Additional  bonds.  Parity  bonds  may 
be  issued  to  complete  the  project.  Other¬ 
wise,  parity  bcmds  may  not  be  issued  un¬ 
less  the  net  revenues  (that  is,  rmless 
otherwise  defined  by  the  State  statute, 
gross  revenues  less  essential  operation 
and  maintenance  expense)  for  the  fiscal 
year  preceding  the  year  in  which  such 
parity  bonds  are  to  be  issued,  were  120 
percent  of  the  average  annual  debt  serv¬ 
ice  requirements  on  all  bonds  then  out¬ 
standing  and  those  to  be  issued;  pro¬ 
vided,  however,  that  this  limitation  may 
be  waived  or  modified  by  the  written 
consent  of  bondholders  representing  75 
percent  of  the  then  outstanding  prin¬ 
cipal  indebtedness.  Junior  and  subordi¬ 
nate  bonds  may  be  issued  without  re¬ 
striction. 

(j)  Prohibitions.  The  following  types  of 
provisions  in  debt  instruments  should  be 
avoided: 

(1)  Provisions  for  the  holder  to  man¬ 
ually  post  each  payment  to  the  instru¬ 
ment. 

(2)  Provisions  for  returning  the  per¬ 
manent  or  temporary  debt  instrument  to 
the  borrower  in  order  that  it,  rather  than 
FHA,  may  post  the  date  and  amoimt  of 
each  advance  or  repayment  on  the  in¬ 
strument. 

§  1823.60  Notk'es  of  salt*. 

(a)  Bond  advertisement.  For  loans  in 
excess  of  $50,000,  bonds  will  be  adver¬ 
tised  for  sale  in  a  manner  and  to  the  ex¬ 
tent  required  to  give  adequate  public 
notice.  The  Notice  of  Sale  shall  include 
a  provision  stating  in  substance  that  if 
the  applicant  does  not  receive  a  bid  re¬ 
sulting  in  a  net  interest  cost  of  the  ap¬ 
plicable  FHA  interest  rate  or  less,  FHA 
will  purchase  the  obligations. 

§  1823.61  Bids. 

(a)  No  block  bidding  by  FHA.  If  the 
applicant  desires,  block  bidding  may  be 


invited,  but  FHA’s  commitment  to  buy 
will  apply  only  to  the  entire  issue. 

(b)  Bidding  by  FHA.  FHA  will  not 
normally  submit  a  bid  at  the  advertised 
sale  unless  State  statutes  require  a  bid 
to  be  submitted.  Preferably,  FHA  will  ne¬ 
gotiate  the  purchase  with  the  applicant 
subsequent  to  the  advertised  sale  if  no 
acceptable  bid  is  received.  In  those  cases 
where  FHA  is  required  to  bid,  the  bid 
will  be  made  at  the  applicable  FHA  in¬ 
terest  rate. 

(c)  Bid  deposits.  Customary  provi¬ 
sions  for  bid  deposits  will  be  included; 
which,  however,  will  not  be  applicable 
to  any  FHA  bid. 

(d)  Bid  rejection.  The  applicant  will 
resei-ve  the  right  to  reject  any  and  all 
bids. 

Dated:  May  26,  1972. 

James  V.  Smith, 
Administrator, 

Farmers  Home  Administration. 

IPR  E)oc.72-9154  Filed  6-16-72:8:46  am) 

Title  14— AERONAUTICS 
AND  SPACE 

Chapter  I — Federal  Aviation  Adminis¬ 
tration,  Department  of  Transportation 

(Docket  No.  72-EA-47;  Amdt.  39-1464] 

PART  39— AIRWORTHINESS 
DIRECTIVE 

Grumman  Aircraft 

The  Federal  Aviation  Administratiwi  is 
amending  S  39.13  of  the  Federal  Aviation 
Regulations  so  as  to  issue  an  airworthi¬ 
ness  directive  applicable  to  Gruman  G- 
21A  type  airplanes. 

There  have  been  reports  of  cracks  in 
the  elevator  and  rudder  torque  tubes 
upon  failure  of  which,  an  in  flight  loss  of 
control  can  occur.  Since  this  is  a  defi¬ 
ciency  which  can  exist  or  develop  in  air¬ 
craft  of  similar  type  design,  an  air¬ 
worthiness  directive  is  being  issued  which 
will  require  inspection  and  when  neces¬ 
sary,  replacement  of  the  subject  torque 
tubes. 

The  foregoing  indicates  the  necessity 
of  expeditious  adoption  of  the  amend¬ 
ment  and  therefore  notice  and  public 
procedure  hereon  are  imnecessary  and 
the  amendment  may  be  made  effective 
in  less  than  30  days. 

In  consideration  of  the  foregoing  and 
pursuant  to  the  authority  delegated  to  me 
by  the  Administrator,  14  CFR  11.89  (31 
F.R.  13697),  §  39.13  of  the  Federal  Avia¬ 
tion  Regulations  is  amended  by  adding 
the  following  new  Airworthiness  Direc¬ 
tive: 

Grumman.  Applies  to  Models  C-21  and 

G-21A  Type  Airplanes  (Army  OA-9; 

Navy  JRP-1  through  JRP-6B  under  T.C. 

654)  certificated  in  all  categories. 

Compliance  required  as  indicated. 

(a)  To  prevent  hazards  in  filght  associated 
with  the  failure  of  the  elevator  or  rudder 
torque  tubes.  Inspect  the  external  surfaces  of 


the  following  parts,  located  below  the  cock¬ 
pit  fioor,  within  one  (1)  month  in  service 
after  the  effective  date  of  this  AD,  unless  al¬ 
ready  accomplished  within  the  last  eleven 
(11)  months  in  service,  and  at  intervals 
thereafter  not  to  exceed  twelve  (12)  months 
from  the  last  inspection.  Remove  all  bolted 
bellcranks,  arms,  and  pedals  from  these  parts 
to  provide  accessibility  for  such  inspections 
around  bolt  holes  and  the  external  surface  of 
the  tube  covered  by  these  items. 

(b)  Using  visual  and  dye  penetrant  meth¬ 
ods,  or  an  PAA  approved  equivalent  inspec¬ 
tion,  inspect  the  elevator  toque  tube,  P/N 
12755-1,  the  rudder  torque  tube  P/N  12756-1, 
and  the  L.H.  and  R.H.  rudder  pedal  torque 
tubes  P/N  12757-1  and  P/N  12758-1,  for  cor¬ 
rosion  and  cracks.  Replace  corroded  or 
cracked  parts  before  further  filght  with  parts 
of  the  same  part  number  Inspected  in  ac¬ 
cordance  with  this  AD.  or  with  equivalent 
parts  approved  by  the  Chief,  Engineering  and 
Manufacturing  Branch,  PAA  Eastern  Region. 

(c)  Visually  Inspect  tube  P/N's  12725-1 
and  12725-2  for  corrosion.  Repair  in  accord¬ 
ance  with  Federal  Aviation  Regulation  Part 
43  and  Advisory  Circular  43.13-1  before  fur¬ 
ther  filght  or  replace  with  parts  of  the  same 
part  number  inspected  in  accordance  with 
this  AD,  or  with  equivalent  parts  approved 
by  the  Chief,  Engineering  and  Manufactur¬ 
ing  Branch,  PAA  Eastern  Region. 

(d)  The  aircraft  may  be  fiown  in  accord¬ 
ance  with  FAR  21.197  to  a  base  where  a  re¬ 
pair  or  replacement  can  be  performed. 

(e)  Upon  submission  of  substantiating 
data  by  an  owner  or  operator  through  an 
PAA  Maintenance  Inspector,  the  Chief,  En¬ 
gineering  and  Manufacturing  Branch,  PAA 
Eastern  Region,  may  adjust  the  repetitive 
inspection  Interval  specified  in  this  AD. 

This  amendment  is  effective  June  27, 
1972. 

(Secs.  313(a),  601,  603,  Federal  Aviation  Act 
of  1958.  49  UB.C.  1354(a),  1421,  1423;  sec. 
6(c),  Department  of  Transportation  Act,  49 
U.S.C.  1655(c) ) 

Issued  in  Jamaica,  N.Y.,  on  June  9, 
1972. 

Robert  H.  Stanton, 
Acting  Director,  Eastern  Region. 

IPR  Doc.72-9142  Piled  6-16-72;8:46  am] 


PART  39— AIRWORTHINESS 
DIRECTIVES 

(Docket  No.  72-CE-15-AD.  Amdt.  39-1442] 

Cessna  T310,  320,  401,  402,  411,  414 
and  421  Series  Airplanes;  Correction 

In  F.R.  Doc.  72-7064,  appearing  on 
pages  9385,  9386  in  the  issue  of  Wednes¬ 
day,  May  10,  1972,  the  subject  AD  should 
be  corrected  in  the  following  respect: 

Correct  Part  1  of  the  applicability 
statement  so  that  it  now  reads  as  follows: 

Cessna.  (1)  Paragraphs  A,  B,  C  and  D  are 
applicable  to  Models  T310P,  T310Q,  320D, 
320E,  320F,  401,  401A,  401B,  402,  402A, 
402B.  411,  411A.  414,  421,  421A.  and  421B 
airplanes,  except  for  those  airplanes  iden¬ 
tified  in  Paragraph  (2)  of  this  applica¬ 
bility  statement. 

Issued  in  Kansas  City,  Mo.,  on  June  9, 
1972, 

~  Chester  W.  Wells, 

Acting  Director,  Central  Region. 

(PR  Doc.72-9138  Filed  6-16-72;8:45  am] 
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(Airspace  Docket  No.  72-SO-46] 

PART  71— DESIGNATION  OF  FEDERAL 

AIRWAYS,  AREA  LOW  ROUTES, 

CONTROLLED  AIRSPACE,  AND  RE¬ 
PORTING  POINTS 

Designation  and  Revocation  of 
Federal  Airway  Segments 

The  purpose  of  these  amendments  to 
Part  71  of  the  Federal  Aviation  Regula¬ 
tions  is  to  revoke  VOR  Federal  Airway 
Nos.  224  and  491,  and  designate  replace¬ 
ment  segments  by  extending  VOR  Fed¬ 
eral  Airway  Nos.  18  and  97. 

V-224  and  V-491  were  originally  desig¬ 
nated  to  provide  routes  for  the  movement 
of  en  route  traffic  overflying  the  Atlanta, 
Ga.,  terminal  area,  during  periods  when 
light  traffic  conditions  prevail. 

However,  to  simiflify  flight  planning 
and  to  provide  route  continuity  for  those 
aircraft  that  overfly  Atlsmta,  action  is 
being  taken  herein  to  revoke  V-224  and 
V-491  airways,  and  provide  direct  re¬ 
placements  by  designating  segments  of 
V-18  and  V-97  airways. 

These  amendments  merely  change  the 
niunbered  identifiers  of  existing  airways 
without  affecting  their  alignmoit  or 
width.  Therefore,  no  substantive  change 
in  the  regulation  is  effected,  and  notice 
and  public  procedure  are  unnecessary. 
However,  in  order  to  provide  sufficient 
time  for  these  changes  to  be  depicted  on 
appropriate  aeronautical  charts,  these 
amoidments  will  become  effective  on  Au¬ 
gust  17, 1972. 

In  consideration  of  the  foregoing.  Part 
71  of  the  Federal  Aviation  Regulations  is 
amended,  effective  0901  G.m.t.,  August  17, 
1972,  as  hereinafter  set  forth. 

1.  Section  71.123  (37  F.R.  2009)  is 
amended  as  follows: 

a.  V-224  is  revoked. 

b.  V-491  is  revoked. 

c.  In  V-18  all  between  “Talladega, 
Ala.;”  and  “Augusta,  including  a  north 
alternate”  is  deleted  and  “INT  Talladega 
083*  and  Rex.,  Ga.,  270*  radials;  Rex.; 
INT  Rex.  090*  and  Augusta,  Ga.,  278“ 
radials;”  is  substituted  therefor. 

d.  In  V-97  all  between  “Albany,  Ga.;” 
and  “Knoxville;”  is  deleted  and  “INT  Al¬ 
bany  352*  and  Atlanta,  Ga.,  180*  radials; 
Atlanta;  INT  Atlanta  003*  and  Knox¬ 
ville,  Tenn.,  197*  radials;”  is  substituted 
therefor. 

(Sec.  307(a),  of  Federal  Aviation  Act  of  1958, 
49  U.S.C.  1348(a):  sec.  6(c),  of  Department 
of  Transportation  Act,  49  U£.C.  1656(c)) 

Issued  in  Washington,  D.C.,  on  June  9, 
1972. 

H.  B.  Helstroh, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 

[PR  Doc.72-9187  PUed  6-16-72;8:45  amj 

[Airspace  Docket  No.  72-CEr-2] 

PART  71— DESIGNATION  OF  FEDERAL 

AIRWAYS,  AREA  LOW  ROUTES, 

CONTROLLED  AIRSPACE,  AND  RE¬ 
PORTING  POINTS 

Alteration  of  Transition  Areas 

On  page  6210  of  the  Federal  Register 
dated  March  25,  1972,  the  Federal  Avia¬ 


tion  Administration  published  a  notice  of 
proposed  rule  making  which  would 
amend  S  71.181  of  the  Federal  Aviation 
Regulations  so  as  to  alter  the  transition 
areas  at  Oswego  and  Coffeyville,  Kans. 

Interested  persons  were  given  45  days 
to  submit  written  comments,  suggestions, 
or  objections  regarding;  the  proposed 
amendment. 

No  objections  have  been  received  and 
the  proposed  amendment  is  hereby 
adopted  without  change  and  is  set  forth 
below. 

This  amendment  shall  be  effective  0901 
G.m.t.,  August  17,  1972. 

(Sec.  307(a),  Federal  Aviation  Act  of  1958,  49 
U.S.C.  1348;  sec.  6(c),  Department  of  Trans¬ 
portation  Act,  49  UR.C.  1655(c)) 

Issued  in  Kansas  City,  Mo.,  on  June  2, 
1972. 

Chester  W.  Wells, 
Acting  Director,  Central  Region. 

In  §  71.181  (37  FJR.  2143),  the  follow¬ 
ing  transition  area  is  amended  to  read: 

Oswego,  Rans. 

That  airspace  extending  upward  from  1,200 
feet  above  the  surface  beginning  at  latitude 
37*00'00"  N.,  longitude  94*57'30"  W.,  thence 
NE  to  a  point  22  miles  west  of  the  358* 
radial  of  the  Neosho,  Mo.  VORTAC  and 
5  miles  south  of  the  085*  radial  of  the  Os¬ 
wego,  Kans.  VORTAC,  thence  west  along 
a  line  5  miles  south  of  the  085*  radial  of 
the  Oswego,  Kans.  VORTAC  to  a  point  7 
miles  east  of  the  206*  radial  of  the  Oswego, 
Kans.  VORTAC,  thence  northeast  along  a 
line  7  miles  east  of  and  parallel  to  the 
206* /027*  radials  of  the  Oswego,  Kans. 
VORTAC  to  a  point  20  miles  northeast  of  the 
Oswego  VORTAC,  thence  northwest  to  a 
point  10  miles  NW  of  the  027*  radial  at  the 
Oswego  VORTAC,  thence  southwest  parallel 
to  the  027*  radial  of  the  Oswego  VORTAC 
to  a  point  7  miles  northeast  of  the  306* 
radial  of  the  Oswego  VORTAC,  thence  north¬ 
west  parallel  to  the  306*  radial  of  the  Oswego 
VORTAC  to  a  point  5  miles  east  of  the  186* 
radial  of  the  Chanute,  Kans.  VORTAC,  thence 
S  paraUel  to  the  186*  radial  of  the  Chanute, 
Kans.  VORTAC  to  the  37*  parallel  (latitude 
37*00'00''  N.),  thence  to  the  point  of  be¬ 
ginning.  excluding  the  Parsons,  Kans.  transi¬ 
tion  area. 

In  §  71.181  (37  FR.  2143),  the  follow¬ 
ing  transition  area  is  amended  to  read: 

CoFFETvnxE,  Kans. 

That  airspace  extending  upward  from 
700'  above  the  s\irface  within  a  Seven-mile 
radius  of  the  CoffeirvUle,  Kans.,  Municipal 
Airp<Hi;  (latitude  37*05'45''  N.,  longitude 
9S°34'25"  W.) ;  and  within  3  miles  either  side 
of  the  163*  bearing  from  the  airport  extend¬ 
ing  from  7  miles  to  8  miles  south  of  the 
airport. 

[PR  Doc.72-9136  Piled  6-16-72:8:45  am) 


[Docket  No.  10270,  Arndt.  No.  103-12] 

PART  103— TRANSPORTATION  OF 
DANGEROUS  ARTICLES  AND  MAG¬ 
NETIZED  MATERIALS 

Medicinal  and  Toilet  Articles 

The  purpose  of  this  amendment  to 
Part  103  of  the*  Federal  Aviation  Regu- 
latitxis  is  to  add  medicinal  and  toilet 
articles  in  small  quantities  carried  In 
passenger  baggage  to  those  materials  ex- 


pressily  excluded  from  the  applicability 
of  Part  103. 

Section  103.1(b)  defines  dangerous  ar¬ 
ticles  and  includes,  among  other  things, 
compressed  gases,  corrosive  liquids,  and 
flammable  liquids  and  solids.  Each  of 
these  materials  may  be  found  in  (5he  or 
more  forms  in  many  toilet  articles  and 
medicines.  As  dangerous  articles,  they 
are  subject  to  the  special  labeling,  pack¬ 
ing,  and  marking  requirements  of  49  CFR 
172  through  178  applicable  to  transporta¬ 
tion  by  rail  express.  Since  the  FAA  be¬ 
lieves  that  it  is  not  appropriate  to  so  reg¬ 
ulate  the  carriage  of  these  articles  when 
carried  in  small  quantities  in  an  article 
of  crewmember  or  passenger  baggage, 
such  articles  when  carried  in  limited 
quantities  are  specifically  excluded  by 
this  amendment  from  the  applicability  of 
Part  103. 

This  amendment  is  based  on  a  notice  of 
proposed  rule  making  (Notice  72-4)  pub¬ 
lished  in  the  Federal  Register  on  Feb¬ 
ruary  3,  1972  (37  F.R.  2587) .  Hiat  notice 
was  prompted  by  a  letter  of  April  2, 
1970,  from  the  Air  Transport  Association 
of  America  petitioning  tiie  FAA  to  amend 
§  103.1(c)  of  the  Federal  Aviation  Regu¬ 
lations  to  expressly  exclude  from  the  ap¬ 
plicability  of  Part  103  medicinal  and 
toilet  articles  in  small  quantities  carried 
in  passenger  baggage. 

Comments  in  response  to  the  notice 
generally  concurred  with  the  proposal  as 
written.  Some  (xxnments  objected  to  the 
10-ounce  size  limitation  because  of  its 
effect  upon  the  carriage  of  certain  toilet 
articles  manufactured  and  sold  in  aero¬ 
sol  cans.  ITie  objections  were  founded  on 
the  fact  that  su<di  articles  are  currently 
merchandised  in  cans  that  exceed  10 
ounces  in  amount.  We  agree  that  the  10- 
ounce  limitation  proposed  in  Notice  72-4 
is  somewhat  arbitrary;  however,  we  be¬ 
lieve  that  some  reasonable  limitation  as 
to  container  size  should  be  made.  Ac¬ 
cordingly,  the  FAA  has  decided  that  a 
maximum  size  limitation  for  each  con¬ 
tainer  of  16  ounces  will  not  unduly  re¬ 
strict  the  general  public  in  its  right  to 
carry  such  articles  nor  will  a  6-ounce 
increase  in  the  size  of  the  aerosol  con¬ 
tainer  have  an  adverse  effect  upon  safety 
in  flight.  On  balance,  however,  the  FAA 
believes  that  a  restriction  on  the  total 
quantity  of  these  otherwise  prohibited 
articles  that  can  be  carried  by  any  pas¬ 
senger  or  crewmember  must  be  made  in 
order  to  offset  the  increase  in  the  size 
of  the  container  that  is  permitted.  There¬ 
fore,  since  the  regulation  permits  con¬ 
tainers  16  ounces  in  size,  the  total  quan¬ 
tity  that  can  be  carried  by  any  passenger 
or  crewmember  is  limited  to  32  oimces. 
In  this  way,  by  limiting  the  amount  of 
such  articles  and  the  size  of  their  con¬ 
tainers,  an  acceptable  level  of  safety  can 
be  maintained  without  unduly  restrict¬ 
ing  the  freedom  of  the  general  public  to 
carry  such  articles. 

In  conslderatkm  of  the  foregoing, 
S  103.1  of  the  Federal  Aviation  Regula¬ 
tions  is  amended,  effective  July  17,  1972, 
by  changing  the  period  at  the  end  of 
8  103.1(c)  (4)  to  a  semicolon,  and  by  add¬ 
ing  a  new  subparagraph,  designated  (5), 
to  read  as  follows: 


FEDEkAL  REGISTER,  VOL.  37,  NO.  1 18— SATURDAY,  JUNE  17,  1972 


RULES  AND  REGULATIONS 


12063 


§  103.1  Applicability. 

•  *  •  •  • 

(C)  •  •  • 

(5)  Medlcinsd  or  toilet  articles  In 
quantities  of  16  ounces  or  less  per  con¬ 
tainer,  when  carried  in  crewmember  or 
passenger  baggage  (including  carry-on 
baggage)  and  the  total  quantity  of  those 
articles  carried  by  any  passenger  or 
crewmember  does  not  exceed  32  ounces. 

(Secs.  313(a),  601,  Federal  Aviation  Act  of 
1968,  49  UJ3.C.  1364(a),  1421;  sec.  6(c),  De¬ 
partment  of  Transportation  Act,  49  U.S.C. 
1666(c) ) 


Issued  in  Washington,  D.C.,  on  June 
12,  1972. 


K.  M.  Smith, 
Acting  Administrator. 


[FR  Doc.72-9139  Filed  6-16-72;8:46  am] 


Title  18— CONSERVATION  OF 
POWER  ANO  WATER  RESOURCES 

Chapter  I — Federal  Power 
Commission 

[Docket  No.  Rr-440;  Order  461  A) 

PART  35 — FILING  OF  RATE 
SCHEDULES 

PART  154— RATE  SCHEDULES  AND 
TARIFFS 

Price  Stabilization  Criteria  and  Exhibit 
June  9,  1972. 

On  March  29,  1972,  this  Commission 
issued  its  Order  No.  451  (37  P.R.  6852). 
establishing  price  stabilization  criteria 
and  requiring  filing  of  a  price  stabiliza¬ 
tion  exhibit.  That  order  briefiy  recited 
the  history  of  Commission  actions  pur¬ 
suant  to  the  Economic  Stabilization  Act 
of  1970,  as  amended,  and  Executive 
Orders  Nos.  11615  and  11627  and  the 
regulations  thereunder.  The  order  further 
points  to  the  fact  that  <hi  March  17, 
1972,  the  Cost  of  Living  Council  amended 
Part  101 — Coverage,  Exemptions  and 
Classification  of  Economic  Units,  to 
Chapter  I — Cost  of  Living  Council,  in 
Title  6 — Economic  Stabilization  of  the 
Code  of  Federal  Regulations;  and  the 
Price  CommlssiOTi  amended  Part  300 — 
Price  Stabilization,  to  Chapter  III — Price 
Commission  in  Title  6  of  the  Code  of  Fed¬ 
eral  Regulations,  all  set  out  in  37  F.R. 
5700,  March  18, 1972.  Among  other  things 
these  amendments  added  a  new  §  300.16a, 
and  called  upon  individual  regulatory 
agencies  to  promulgate  their  own  rules 
for  implementing  the  Economic  Stabi¬ 
lization  Act  in  accordance  with  the 
criteria  set  forth  in  that  section. 

The  Commission  therefore  amended 
its  regulations  under  both  the  Federal 
Power  Act  and  the  Natural  Gas  Act  to 
require  that  all  applications  for  rate  in¬ 
creases  shall  be  accompanied  by  a  spe¬ 
cial  Price  Stabilization  Exhibit.  This  ex¬ 
hibit  was  to  contain  all  the  necessary 
information  by  the  applicant  to  demon¬ 
strate  that  the  filing  complies  with  the 
Intent  and  purposes  of  the  Economic 


Stabilization  Act  of  1970,  as  amended. 
Executive  Orders  Nos.  11615,  11627, 
11640,  and  with  criteria  set  out  in 
amendments  to  the  Commission’s  regu¬ 
lations.  The  exhibit,  related  testimony 
filed,  and  any  rebuttal  will  be  part  of  the 
case  and  will  be  considered  by  the  Com¬ 
mission  in  its  overall  determination  as 
to  whether  the  rate  increase  should  or 
should  not  be  granted. 

On  May  10,  1972,  Chairman  Grayson 
of  the  Price  Commission  sent  a  letter 
to  Chairman  Nassikas  of  this  Commis¬ 
sion  pointing  out  that  the  Cost  of  Living 
Council  has  amended  its  regulations  to, 
among  other  things,  exempt  firms  em¬ 
ploying  fewer  than  60  employees  from 
wage  and  price  limitations.  Chairman 
Grayson  requested  that  this  Commission 
delay  the  effectiveness  of  its  Order  No. 
451  pending  study  by  its  staff  and  that 
of  the  Price  Commission  of  the  impact, 
if  any,  of  the  Cost  of  Living  Cotmcil’s 
amended  regulations  on  that  order.  This 
Commission  is  of  the  view  that  the 
change  in  regulations  by  the  Cost  of 
Living  Council  is  inapplicable  because 
it  will  not  materially  affect  this  Com¬ 
mission’s  exercise  of  its  regulatory 
responsibilities. 

With  regard  to  paragraph  (A)  (b)  (4) 
concerning  labor  costs.  Chairman  Gray¬ 
son  pointed  out  that  the  “Price  Com¬ 
mission  policies  referred  to  therein  are 
that,  in  general,  wage  or  salary  increases 
in  excess  of  5.5  percent  per  annum  are 
not  allowable  unless  the  increase  is  re¬ 
quired  by  a  contract  which  become 
binding  before  November  8,  1972,  or  un¬ 
less  not  to  allow  the  excess  cost  would 
work  an  undue  hardship  on  the  em¬ 
ployer.’’  We  are  amending  our  regula¬ 
tions  accordingly. 

Chairman  Grayson  also  made  some 
observations  about  Order  No.  451,  par¬ 
ticularly  with  respect  to  productivity 
gains.  Specifically  on  Page  3  of  his  letter 
he  stated; 

1.  An  “expected”  productivity  gain  Is  one 
which  a  utility  Is  expected  to  realize  over 
the  time  periods  which  a  price  Increase  will 
include.  It  should  be  fully  taken  in£o  ac¬ 
count  In  computing  the  costs  upon  which 
the  price  increase  is  based.  If,  however,  a 
regulatory  agency  follows  a  "test  year”  or 
similar  approach.  In  which  neither  produc¬ 
tivity  gains  nor  productivity  losses  are  taken 
into  account  because  the  period  for  cost¬ 
accounting  purposes  Is  a  past,  “test,”  year, 
in  which  actual  experience  is  used  In  place 
of  estimates;  and  If,  in  the  opinion  of  the 
regulatory  agency,  this  approach  Is  reason¬ 
ably  designed  to  achieve  the  goals  of  the 
Economic  Stabilization  Act,  the  inclusion 
or  exclusion  of  expected  productivity  gains 
for  price  increase  purposes  may  follow  the 
procedure  which  the  agency  consistently 
uses  for  other  cost  aspects  outside  of  the 
“test"  year. 

2.  An  “obtainable”  productivity  gain  Is  one 
which  a  utility  could  obtain  If  It  took  rea¬ 
sonable  steps  to  obtain  It,  consistent  with 
the  constitutional  and  statutory  restraints, 
if  any,  which  might  prevent  It  from  taking 
such  steps.  A  regulatory  agency  which  grants 
a  price  Increase  should  accompany  the  grant 
of  the  increase  with  a  finding  that,  in  doing 
so.  It  has  not  allowed  the  Increase  to  be  sup¬ 
ported  by  any  costs  which  the  utility  evi¬ 
dently  could  have  avoided,  or  could  avoid,  by 
productivity  gains  that  were  reasonably  ob¬ 


tainable  to  It,  subject  to  the  constitutional 
and  statutory  restraints.  If  any,  as  aforesaid. 

3.  In  order  that  utilities  might  have  a 
financial  incentive  for  discovering  new  meas¬ 
ures  to  obtain  productivity  gains  and  for  Im¬ 
plementing  whatever  measures  to  that  end 
they  might  have  available  already,  a  regula¬ 
tory  agency  should.  Insofar  as  feasible,  allow 
a  utility  which  has  obtained  such  gains  In 
excess  of  expectations  to  retain  at  least  a 
portion  of  them  In  the  form  of  higher  profits, 
for  a  short  time,  such  as  2  or  3  years.  The 
workability  of  this  procedure  Is,  of  course, 
crucially  dependent  upon  the  discretion  and 
expertise  of  the  regulatory  agency  concerned, 
and  Is  to  be  utilized,  subject  to  the  agency’s 
Judgment.  The  Price  Ccnnmlssion  believes 
that  the  regulatory  policies  along  these  lines 
would  serve  the  purposes  of  the  Economic 
Stabilization  Program  by  encouraging 
efficiency. 

This  Ctommission  in  Order  No.  437  (36 
F.R.  16902)  stated  its  intention  to  com¬ 
ply  with  the  policies  of  the  Price  Com¬ 
mission.  Since  this  Commission  follows 
a  “test  year”  approach  or  an  approach 
which  adjusts  costs  and  sales  consist¬ 
ently  and,  therefore,  rcifiects  produc¬ 
tivity  gains  and  losses;  and  since  this  ap¬ 
proach  is,  in  the  opinion  of  this  Com¬ 
mission  reasonably  designed  to  achieve 
the  goals  of  the  Economic  Stabilization 
Act,  this  Commission  is  in  full  compli¬ 
ance  with  the  policies  of  the  Price  Com¬ 
mission  and  separation  and  specific 
measurement  of  expected  productivity 
gains  for  price-increase  purposes  is 
neither  appropriate  not  necessary.  With 
regard  to  “obtainable”  productivity 
gains,  this  issue  is  already  subject  to 
C(»tunission  examination  in  rate  cases 
imder  the  test  of  reasonable  costs.  Pru¬ 
dence  in  the  optimum  utilization  of  fa¬ 
cilities  and  service  is  considered  in  all 
proceedings,  and  departure  tlierefrom 
requires  findings  as  in  any  other  con¬ 
tested  issue.  Thus,  the  objective  of  the 
Price  Commission  to  offset  cost  increases 
to  the  maximum  extent  possible  with 
productivity  gains  is  consistent  with  FPC 
practice.  We  recognize  that  the  Price 
Commission  is  also  concerned  with  im¬ 
proving  the  productivity  of  American  in¬ 
dustry  and  labor  by  developing  new  tech¬ 
niques  where  possible.  We  deem  it  appro¬ 
priate  that  such  issues  be  raised  in  rate 
cases,  if  staff  or  any  party  has  grounds  to 
do  so.  We  also  n(^e  that  the  Price  Com¬ 
mission  recognizes  that  utilities  should 
be  allowed  a  financial  incentive  for  im¬ 
plementing  new  measures  to  increase 
productivity,  and  we  deem  it  apprc^riate 
that  such  issues  be  raised  in  rate  cases. 
In  this  manner  we  comply  with  the  Na¬ 
tural  Gas  Act,  the  Federal  Power  Act,  the 
Economic  Stabilization  Act,  and  the  Ad¬ 
ministrative  Procedure  Act.  Accordingly, 
we  delete  the  requirement  of  filing  State¬ 
ments  P(b)  (5)  and  Q(b)(5),  as  herein¬ 
after  indicated. 

Chairman  Grayson  also  pointed  out 
that  §  300.16d(3)  (5)  (c)  was  designed  to 
supplement  the  Interim  criteria  which 
immediately  preceded  it  in  the  Price 
Commission’s  regulations  where  special 
circumstances  made  deviation  from  those 
criteria  appropriate.  Chairman  Gray¬ 
son  then  pointed  out  that  “since  the  In¬ 
terim  period  for  which  these  criteria 
were  Intended  has  now  almost  elapsed. 
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and  since  it  will  certainly  have  elapsed 
when  the  Federal  Power  Ctmunission 
makes  its  Stabilization  Program  regula¬ 
tions  effective,  the  section  mentioned  is 
no  longer  needed.  The  Federal  Power 
Commission  might  therefore  consider 
di-opping  the  section  if,  in  its  descretion, 
it  no  longer  deems  tlie  section  useful.” 
Order  No.  451  refers  to  this  section  of 
the  Price  Commission  regulations  in  two 
places,  in  paragraph  (A)  (c)  of  the  order 
and  sections  (B)(c)  of  the  order.  Ac¬ 
cordingly,  we  are  deleting  that  section. 

It  is  appropriate  and  in  the  public  in¬ 
terest  to  modify  the  regulations  set  out 
in  Order  No.  451,  primarily  to  elaborate 
on  what  constitutes  labor  costs  under 
Price  Conunission  pwlicy,  and  to  clarify 
the  use  of  productivity  gains  as  a  cri¬ 
terion  for  allowing  an  increase  in  price. 
This  order  supersedes  Order  No.  451. 

The  Commission  finds: 

( 1 )  It  is  appropriate  and  in  the  public 
interest  to  establish  criteria  for  consider¬ 
ation  of  whether  jurisdictional  rate  in¬ 
creases  are  consistent  with  the  Economic 
Stabilization  Act  of  1970,  as  amended, 
and  Executive  Orders  Nos.  11615,  11627, 
and  11640. 

(2)  The  requirements  of  5  U.S.C. 
section  553  (b)  and  (c)  for  notice  and 
hearing  do  not  apply  to  this  order. 

(3)  In  addition,  the  provisions  of  5 
U.S.C.  section  553  do  not  apply  because 
notice  and  public  procedure  are  im¬ 
practicable  and  contrary  to  the  public 
interest  in  light  of  the  regulations  pro¬ 
mulgated  by  the  Price  Commission  at  6 
CFR  300.16a  pursuant  to  the  Economic 
Stabilization  Act  of  1970  as  amended. 

Pursuant  to  sections  202,  205,  206,  301, 
304,  307,  and  309  of  the  Federal  Power 
Act  (49  Stat.  848,  851,  852,  854,  855,  856, 
858;  16  U.S.C.  824a,  824d,  824e.  825,  825c, 
825f,  825h)  and  sections  4,  5,  7,  8,  10,  14, 
and  16  of  the  Natural  Gas  Act  (52  Stat. 
822,  76  Stat.  72;  52  Stat.  823,  824,  825,  826, 
828,  830,  56  Stat.  83;  61  Stat.  459;  15 
U.S.C.  717c,  717d,  717f,  717g,  7171,  717m, 
717o>,  the  Commission  orders: 

§  154.63  [.4mended] 

A.  Section  154.63(f)  Part  154 — Rate 
Schedules  and  Tariffs,  of  Subchapter  E — 
Chapter  I,  of  Title  18  of  the  Code  of  Fed¬ 
eral  Regulations  is  amended  by  adding 
Statement  Q  as  follows: 

statement  Q — Price  stabilization  exhibit. 

(a)  All  applications  for  rate  Increases  shall 
be  accompanied  by  a  i^eclal  Price  Stabiliza¬ 
tion  Exhibit.  This  exhibit  shaU  contain  by 
cross  reference  or  otherwise  all  of  the  neces¬ 
sary  Information  by  the  applicant  to  demon¬ 
strate  that  the  applicant’s  flllng  is  in  com¬ 
pliance  with  the  Intent  and  purposes  of  the 
Economic  Stabilization  Act  of  1970,  as 
amended.  Executive  Orders  Nos.  11615,  11627, 
11640.  and  with  the  criteria  as  hereinafter  set 
out  In  (b),  except  as  provided  In  (c),  (d), 
(e) ,  and  (f). 

(b)  These  criteria  are  as  follows: 

( 1 )  The  increase  is  cost  Justified  and  does 
not  refiect  future  inflationary  expectations. 

(2)  The  Increase  is  the  nxlnlmum  required 
to  assure  continued,  adequate,  and  safe  serv¬ 
ice  cm:  to  provide  for  necessary  expansion  to 
meet  future  requirements. 

(3)  The  Increase  will  achieve  the  minimum 
rate  of  return  needed  to  attract  capital  at 
reasonable  costs  and  wUl  not  Impair  the 
credit  of  the  applicant. 


(4)  'The  increase  does  not  refiect  labor  cost 
Increases  in  excess  of  6.5  percent  per  annum, 
unless  the  Increase  Is  required  by  a  contract 
which  bec<Mnes  binding  before  November  8, 
1972,  or  unless  not  allowing  the  excess  cost 
would  work  an  undue  hardship  on  the 
employer. 

(c)  Whenever  an  applicant  Is  of  the  opinion 
that  a  requested  Increase  Is  in  conformity 
with  the  Economic  Stabilization  Program 
even  though  any  or  all  of  the  criteria  in  (b) 
are  not  met,  the  exhibit  shall : 

(1)  Set  forth  the  criteria  In  (b)  to  the 
extent  possible; 

(2)  Contain  a  statement  by  tlie  applicant 
justifying  its  position  that  the  requested  in¬ 
crease  is  in  conformity  with  the  goals  of  the 
Economic  Stabilization  Program. 

(d)  Justification  for  price  Increases  in  con¬ 
formity  with  the  above  criteria  shall  not  be 
required  for  price  Increases  resulting  from 
the  pass-through  of  special  allowable  costs 
including  taxes  (except  Income  tax),  pur¬ 
chased  gas  costs,  and  fuel  cost.  However,  the 
criteria  shall  apply  to  labor  cost  unless  other¬ 
wise  specified  by  this  (Commission. 

(e)  The  requirements  for  this  exhibit  shall 
not  apply  to  any  applicant’s  price  Increase 
where  the  rate  base-cost  of  service  criteria  are 
not  the  basis  for  assessing  a  price  increase 
under  the  terms  of  the  Natural  Gas  Act  and 
the  rules,  regulations,  and  orders  promul¬ 
gated  thereunder. 

(f)  Under  existing  Commission  regula¬ 
tions  and  applicable  law,  rate  increases  for 
producers  of  natural  gas  are  determined  on 
an  area  basis  utilizing,  inter  alia,  composite 
cost  data  after  investigation  and  study  of 
the  various  gas  producing  areas.  'This  prac¬ 
tice  established  by  Area  Rate  Proceeding, 
Docket  No.  AR  61-1.  et  al.  Opinion  No.  468, 
34  FPC  159  (1965),  and  affirmed  by  the 
Supreme  Court  in  Permian  Basin  Area  Rate 
Cases,  390  U.S.  747  (1968).  Small  prodticers 
will  not  be  required  to  file  the  exhibit  since 
they  are  regulated  under  Order  No.  428  (36 
F.R.  5598.  March  25.  1971)  and  its  amend¬ 
ments  and  will  be  monitored  for  Price  Sta¬ 
bilization  purposes  by  using  reports  sub¬ 
mitted  pursuant  to  Order  No.  428  as  amended 
and  section  154.104  of  the  Ck>mmlsslon's 
Regulations  Under  the  Natural  Gas  Act 
which  requires  filing  of  annual  statements. 
Moreover,  area  maxlmtun  rates  determined 
m  conformity  with  the  Natural  Gas  Act  and 
intended  to  balance  all  interests  are  consti¬ 
tutionally  permissible  according  to  the  U.S. 
Supreme  Court.  Ibid.  Since  the  Commission 
will  take  into  consideration  the  relationship 
between  establishing  an  area  ceiling  and 
national  economic  stabilization  goals  in  set¬ 
ting  area  rates,  and  because  of  the  Price 
Commission  Regulations.  {  3()0.16(d)  (5) ,  the 
requirements  for  filing  the  Price  Stabiliza¬ 
tion  Exhibit  shall  not  apply  to  producers  of 
natural  gas.  Staff  shall  develop  Price  Stabili¬ 
zation  data  on  a  composite  basis  In  all  area 
cases  commenced  on  or  before  June  1,  1972. 

§  35.13  [.4mended] 

B.  Section  35.13(b)  (4)  (iv).  Part  35 — 
Filing  of  Rate  Schedules,  of  Subchapter 
B — Regulations  under  the  Federal  Power 
Act,  as  amended,  of  Chapter  I  of  Title  18 
of  the  Code  of  Federal  Regulations  is 
amended  by  adding  Statement  P  as 
follows : 

statement  P — Price  stabilization  exhibit. 

(a)  All  applications  lor  rate  increases  shall 
be  accompanied  by  a  special  Price  Stabiliza¬ 
tion  Exhibit.  Tltis  exhibit  shall  contain  by 
cross  reference  or  otherwise  all  of  the  neces¬ 
sary  information  bv  the  applicant  to  demon¬ 
strate  that  the  applicant’s  filing  is  in  com¬ 
pliance  with  the  Intent  and  purposes  of  the 
Ekx>nomlc  Stabilization  Act  of  1970,  as 
amended.  Executive  Orders  Nos.  11615,  11627, 


11640  and  with  the  criteria  as  hereinafter  set 
out  In  (b),  except  as  provided  In  (c),  (d), 
(e) ,  and  (f ) . 

(b)  These  criteria  are  as  follows: 

( 1 )  ’The  increase  Is  cost  justified  and  dues 
not  reflect  future  inflationary  expectations. 

(2)  The  Increase  is  the  minimum  required 
to  assure  continued,  adequate,  and  safe  serv¬ 
ice  or  to  provide  for  necessary  expansion  to 
meet  future  requirements. 

(3)  The  Increase  will  achieve  the  mini¬ 
mum  rate  of  return  needed  to  attract  capital 
at  reasonable  costs  and  will  not  Impair  the 
credit  of  the  applicant. 

(4)  The  increase  does  not  reflect  labor 
costs  Increases  in  excess  of  5.5  percent  p>er 
anniun,  unless  the  increase  is  required  by  a 
contract  which  becomes  binding  before 
November  8,  1972,  or  unless  not  allowing  the 
excess  cost  would  work  an  undue  hardship 
on  the  employer. 

(c)  Whenever  an  applicant  Is  of  the 
opinion  that  a  requested  Increase  is  in  con¬ 
formity  with  the  Economic  Stabilization 
Program  even  though  any  or  all  of  the  cri¬ 
teria  in  (b)  are  not  met,  the  exhibit  shall: 

(1)  Set  forth  the  criteria  in  (b)  to  the  ex¬ 
tent  possible. 

(2)  (^ntain  a  statement  by  the  applicant 
justifying  its  position  that  the  requested 
Increase  is  in  conformity  with  the  goals  of 
the  Economic  Stabilization  Program. 

(d)  Justification  for  price  increases  In 
conformity  with  the  above  criteria  shall  not 
be  required  for  price  increases  resulting  from 
the  pass-through  of  special  allowable  costs 
Including  taxes  (except  Income  tax),  pur¬ 
chases  gas  costs,  and  fuel  cost.  However,  the 
criteria  shall  apply  to  labor  cost  unless  other¬ 
wise  specified  by  this  Commission. 

(e)  The  requirements  for  this  exhibit  shall 
not  apply  to  any  applicant’s  price  where  the 
rate  base-cost  of  service  criteria  are  not  the 
basis  for  assessing  a  price  increase  under  the 
terms  of  the  Federal  Power  Act  and  rules, 
regulations,  and  orders  promulgated  there¬ 
under. 

C.  This  order  shall  supersede  Order 
No.  451,  shall  become  effective  10  days 
after  issuance,  shall  terminate  auto¬ 
matically  when  the  price  stabilization 
program  is  appropriately  terminated  by 
Executive  order  or  Act  of  Congress,  and 
shall  not  apply  to  any  cases  filed  prior 
to  the  effecitve  date  hereof. 

By  the  Commission. 

[seal]  Kenneth  F.  Plumb. 

Secretary. 

(FR  Doc.72-9144  Piled  6-16-72:8:47  am] 

Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 

SUBCHAPTER  B — FOOD  AND  FOOD  PRODUCTS 

PART  19— CHEESES,  PROCESSED 
CHEESES,  CHEESE  FOODS,  CHEESE 
SPREADS,  AND  RELATED  FOODS 

Creamed  Cottage  Cheese;  Standard  of 
Identity 

In  the  matter  of  amending  the  stand¬ 
ard  of  identity  for  creamed  cottage 
cheese  (21  CFR  19.530)  to  permit  listing 
safe  and  suitable  defoamlng  agents  as 
optional  ingredients  in  the  creaming 
mixture: 
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A  notice  of  proposed  rule  making  in 
the  above-identified  matter  was  pub¬ 
lished  in  the  Federal  Register  of  Novem¬ 
ber  24,  1971  (36  F.R.  22310),  based  on  a 
petition  submitted  by  Stein,  Hall  and 
Co.,  Inc.,  605  Third  Avenue,  New  York, 
NY  10016.  The  petition  proposed  that  no 
greater  quantity  of  safe  and  suitable  de¬ 
foaming  agents  be  used  than  is  necessary 
to  provide  the  desired  defoaming  effect 
and  that  the  presence  of  these  optional 
ingredients  be  declared  on  the  label  when 
they  are  used  in  the  manufacture  of 
creamed  cottage  cheese.  The  purpose  of 
the  safe  and  suitable  defoaming  agents 
would  be  to  eliminate  the  formation  of 
foam  both  (1)  in  preparation  of  the 
creaming  mixture  and  (2)  during  move¬ 
ment  of  the  creamed  cottage  cheese  be¬ 
fore  and  during  packaging.  The  presence 
of  foam  in  the  container  creates  difficulty 
in  obtaining  the  correct  fill;  it  also  de¬ 
tracts  from  the  appearance  of  the  fin¬ 
ished  product. 

Thirty-seven  letters  of  comment  were 
received  in  response  to  the  proposal.  Two 
letters  gave  an  affirmative  response  and 
17  letters  misinterpreted  the  issue  to  be 
that  of  proposing  the  use  of  various  vege¬ 
table  gums  which  have  been  permitted  as 
optional  ingredients  in  the  creaming 
mixture  for  cottage  cheese  since  May  27, 
1963.  The  other  18  comments  were  from 
individuals  who  expressed  opposition  to 
adding  chemicals  to  food  in  general  or 
to  creamed  cottage  cheese  in  particular. 
However,  no  data  were  submitted  by  the 
respondents  which  would  contravene 
data  submitted  by  the  petitioner  in  sup¬ 
port  of  the  proposed  use  of  safe  and 
suitable  defoaming  agents  in  creamed 
cottage  cheese. 

A  review  of  the  legislative  intent  of 
the  Food  Additives  Amendment  indicates 
that  the  use  of  additives  for  the  purpose 
of  safely  keeping  food  longer  and  making 
it  more  tasteful  and  appetizing  is  spe¬ 
cifically  expressed  as  a  principal  purpose 
of  the  law.  The  Senate  Committee  Report 
No.  2422,  85th  Congress,  second  session 
(H.R.  13254),  expressed  those  purposes 
in  these  words: 

The  second  flaw  in  existing  law  which  has 
proved  detrimental  to  consumers,  to  proc¬ 
essors,  and  to  our  national  economy  and 
which  this  bill  seeks  to  remove  is  a  provision 
which  has  inadvertently  served  to  unneces¬ 
sarily  proscribe  the  use  of  additives  that 
could  enable  the  housewife  to  safely  keep 
food  longer,  the  processor  to  make  it  more 
tasteful  and  appetizing,  and  the  nation  to 
make  use  of  advances  in  technology  calcu¬ 
lated  to  increase  and  improve  our  food  sup¬ 
plies.  Your  committee  agrees  with  the  Food 
and  Drug  Administration  that  existing  law 
should  be  changed  to  permit  the  use  of  such 
additives  as  our  technological  scientists  may 
produce  and  which  may  benefit  our  people 
and  our  economy  when  the  proposed  usages 
of  such  additives  are  in  amounts  accepted  by 
the  Food  and  Drug  Administration  as  safe. 

The  optional  use  of  safe  and  suitable 
dcfoaming  agents  in  creamed  cottage 
cheese  is  an  illustration  of  the  Congres¬ 
sional  intent. 

“Safe  and  suitable”  as  defined  in 
S  19.499  (21  CFR  19.499)  and  as  appli¬ 
cable  to  the  proposed  amendment  means 
(1)  that  such  ingredients  are  function¬ 
ally  suitable  substances  that  are  not  food 


additives  as  defined  in  section  201  (s)  of 
the  Federal  Food,  Drug,  and  Cosmetic 
Act  or  (2)  if  they  are  food  additives  as 
so  defined,  they  shall  be  used  in  con¬ 
formity  with  regulations  established  pur¬ 
suant  to  section  409  of  the  act.  Moreover 
the  quantity  of  such  optional  defoaming 
agent  used  would  be  limited  to  that 
amoimt  reasonably  required  to  accom¬ 
plish  its  intended  effect  and  the  ingredi¬ 
ent  would  have  to  be  declared  by  its 
common  name  on  the  label  of  the  food. 

The  use  of  defoaming  agents  in 
creamed  cottage  cheese  is  for  the  fimc- 
tional  purpose  of  inhibiting  the  forma¬ 
tion  of  foam  when  the  creaming  mixture 
and  the  cheese  are  blended,  conveyed, 
and  packaged.  This  functional  use  of 
defoaming  agents  will  benefit  the  con¬ 
sumer  (1)  by  substantially  eliminating 
the  problem  of  not  obtaining  the  cor¬ 
rect  fill  of  the  container  which  may  be 
caused  by  foam  as  well  as  (2)  by  making 
the  product  more  appetizing  by  eliminat¬ 
ing  the  defect  in  physical  appearance 
which  can  result  from  the  presence  of 
foam  when  the  product  is  packaged. 

Having  considered  the  information 
submitted  by  the  petitioner,  the  com¬ 
ments  received,  and  other  relevant  mate¬ 
rial,  the  Commissioner  of  Food  and 
Drugs  concludes  that  it  will  promote 
lionesty  and  fair  dealing  in  the  interest 
of  consumers  to  adopt  the  proposal  to 
amend  the  standard  of  identity  for 
creamed  cottage  cheese  as  set  forth 
below. 

Therefore,  pursuant  to  provisions  of 
the  Federal  Food,  Drug,  and  Cosmetic 
Act  (secs.  401,  701,  52  Stat.  1046,  1055- 
56  as  amended  by  70  Stat.  919  and  72 
Stat.  948;  21  U.S.C,  341,  371)  and  under 
authority  delegated  to  the  Commissioner 
(21  CFR  2.120):  It  is  ordered.  That 
§  19.530  be  amended  by  adding  a  new 
subparagraph  (8)  to  paragraph  (b)  and 
by  revising  paragraph  (d)  (1) ,  as  follows: 

§  19..'>30  Creamed  eottage  elieese;  iden¬ 
tity;  label  fitatenient  uf  optional  in¬ 
gredients. 

•  •  •  *  * 

<b)  •  *  • 

(8)  Safe  and  suitable  defoaming 
agents  in  a  quantity  not  greater  than 
reasonably  required  to  accomplish  their 
intended  effect. 

***** 

(d)  (1)  When  one  or  a  mixture  of  two 
or  more  of  the  optional  ingredients  listed 
in  paragraph  (b)  (2)  (ii),  (iii),  and  (iv) ; 
(5) ;  (6)  (i) ;  and  (8)  of  this  section  is 
used,  the  label  shall  bear  the  statement 

“ -  added”  or  “with  added 

- ”  the  blank  being  filled  in 

with  the  common  name  or  names  of  the 
optional  ingredients  used:  Provided, 
however.  That  the  name  “vegetable  gum” 
may  be  used  in  lieu  of  the  specific  names 
for  carob  (locust)  bean  gum,  guar  giun, 
gum  karaya,  and  gum  tragacanth. 
***** 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at 
any  time  within  30  days  after  its  date 
of  publication  in  the  Federal  Register 
file  with  the  Hearing  Clerk,  Department 
of  Health,  Education,  and  Welfare, 


Room  6-88,  5600  Fishers  Lane,  Rockville, 
Md.  20852,  written  objections  thereto. 
Objections  shall  show  wherein  the  per¬ 
son  filing  will  be  adversely  affected  by 
the  order  and  specify  with  particularity 
the  provisions  of  the  order  deemed  objec¬ 
tionable  and  the  grounds  for  the  objec¬ 
tions.  If  a  hearing  is  requested,  the  ob¬ 
jections  must  state  the  issues  for  the 
hearing  and  such  objections  must  be  sup¬ 
ported  by  grounds  legally  sufficient  to 
justify  the  relief  sought.  Objections  may 
be  accompanied  by  a  memorandum  or 
brief  in  support  thereof.  All  documents 
shall  be  filed  in  six  copies.  Received 
objections  may  be  seen  in  the  above  office 
during  working  hours,  Monday  through 
Friday. 

Effective  date.  Tliis  order  shall  become 
effective  60  days  after  its  date  of  pub¬ 
lication  in  the  Federal  Register,  except 
as  to  any  provisions  that  may  be  stayed 
by  the  filing  of  proper  objections.  Notice 
of  the  filing  of  objections  or  lack  thereof 
will  be  given  by  publication  in  the  Fed¬ 
eral  Register. 

(Secs.  401,  701,  52  stat.  1046,  1055-56  as 
amended  by  70  Stat.  919  and  72  Stat.  948; 
21  U.S.C.  341,  371) 

Dated:  June  7, 1972. 

Sam  D.  Fine, 
Associate  Commissioner 
for  Compliance. 

I  PR  Doc.72-9171  Filed  6-16-72;8:50  am] 


PART  121— FOOD  ADDITIVES 

Subpart  C — Food  Additives  Permitted 
in  Feed  and  Drinking  Water  of  Ani¬ 
mals  or  for  the  Treatment  of  Food- 
Producing  Animals 

Erythromycin  Thiocyanate  and  Arsa- 
NiLic  Acid;  Order  Vacating  Revocation 

An  order  was  published  in  the  Federal 
Register  of  Februai*y  10,  1972  (37  F.R. 
2958),  revoking  certain  food  additive 
regulations  providing  for  the  use  of 
erythromycin  thiocyanate  and  arsanilic 
acid  in  complete  chicken  and  turkey 
feed.  Said  order  was  based  on  the  with¬ 
drawal  of  NADA  (new  animal  drug  ap¬ 
plication)  No.  10-979V  for  a  fixed  com¬ 
bination  premix  containing  erythro¬ 
mycin  thiocyanate  and  arsaniUc  acid. 

The  Agricultural  and  Veterinary  Prod¬ 
uct  Division,  Abbott  Laboratories,  North 
Chicago,  HI.  60064,  filed  a  written  objec¬ 
tion,  within  the  30  days  provided  for  in 
said  notice,  seeking  revocation  of  the 
order  on  the  ground  that  the  quantity  of 
arsanilic  acid  allowed  by  the  regulations 
differed  from  the  quantity  of  arsanilic 
acid  provided  for  in  the  withdrawn 
NADA. 

The  Commissioner  of  Food  and  Drugs 
concludes  that  the  objection  is  valid  and 
therefore  that  said  order  should  be 
vacated.  Therefore,  pursuant  to  pro¬ 
visions  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (secs.  409,  512,  72  Stat. 
1785-88  as  amended,  82  Stat.  343-51;  21 
U.S.C.  348,  360b)  and  under  authority 
delegated  to  the  Commissioner  (21  CFR 
2.120) ,  said  order  is  vacated. 
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Effective  date.  This  order  shall  become 
effective  on  its  date  of  publication  in  the 
Federal  Register  (6-17-72). 

(Secs.  409,  512,  72  Stat.  1785-88  as  amended, 
82  Stat.  343-51;  21  UJ3.C.  348,  360b) 

Dated:  June  8,  1972. 

Sam  D.  Fine, 
Associate  Commissioner 
for  Compliance. 
(FR  Doc.72-9168  PUed  6-16-72;8:49  am) 


SUBCHAPTER  C — DRUGS 

PART  130— NEW  DRUGS 

Subpart  A — Procedural  and 

Interpretative  Regulations 

Miscellaneous  Amendments 

Effective  on  the  date  of  publication  in 
the  Federal  Register  (6-17-72). 

1.  In  paragraph  (a)  of  §  130.3  New 
drugs  for  investigational  use  in  human 
beings:  exemptions  from  section  505(a), 
the  following  changes  are  made: 

a.  In  subparagraph  (2),  Form  FD 

1571,  division  10,  unit  C,  the  reference 
to  “Chapter  140  of  the  Grants  Admin¬ 
istration  Manual”  should  read  “Chapter 
1-40  of  the  Grants  Administration 
Manual.” 

b.  In  subparagraph  (12),  Form  FD 

1572,  division  3,  the  reference  to  “Chap¬ 
ter  140  of  the  Grants  Administration 
Manual”  should  read  “Chapter  1-40  of 
the  Grants  Administration  Manual.” 

c.  In  subparagraph  (13),  Form  FD 

1573,  division  2a,  the  reference  to  “Chap¬ 
ter  140  of  the  Grants  Administration 
Manual”  should  read  “Chapter  1-40  of 
the  Grants  Administration  Manual.” 

2.  In  §  130.35  Records  and  reports  on 
new  drugs  and  antibiotics  for  use  by  man 
for  which  applications  or  certification 
forms  5  and  6  became  effective  or  were 
approved  prior  to  June  20. 1963,  the  “Ad¬ 
dendum  to  Paragraph  (b)”  should  be 
deleted.  The  Pharmaceutical  Manufac¬ 
turers  Association  suit  is  closed  so  this 
addendum  is  now  obsolete. 

Dated:  Jime  7, 1972. 

Sam  D.  Fine, 
Associate  Commissioner 
for  Compliance. 

[PR  Doc.72-9170  Piled  6-16-72:8:50  am] 


PART  135c— NEW  ANIMAL  DRUGS  IN 
ORAL  DOSAGE  FORMS 

Prochlorperazine,  Isopropamide  Sus¬ 
tained  Release  Capsules,  Veterinary 

The  Commissioner  of  Food  and  Drugs 
has  evaluated  a  supplemental  new  ani¬ 
mal  drug  application  (13-20 IV)  filed  by 
Norden  Laboratories,  Inc.,  Lincoln,  Nebr. 
68501,  proposing  revised  labeling  regard¬ 
ing  the  safe  smd  effective  use  of  a  com¬ 
bination  drug  containing  prochlorpera¬ 
zine  and  isopropamide  in  sustained  re¬ 
lease  capsules  for  the  treatment  of  dogs 
in  which  gastrointestinal  disturbances 
are  associated  with  emotional  stress.  The 
supplemental  application  is  approved. 

Therefore,  pursuant  to  provisions  of 
the  Federal  Pood,  Drug,  and  Cosmetic 
Act,  sec,  512(1),  82  Stat.  347;  21  U.S.C. 


360b(i))  and  vmder  authority  delegated 
to  the  Commissioner  (21  CFR  2.120), 
Part  135c  is  amended  by  adding  the  fol¬ 
lowing  new  section: 

§  l,35c.71  Prochlorperazine,  i!>opropani> 
ide  sustained  release  capsules,  vet¬ 
erinary. 

(a)  Specifications.  Prochlorperazine, 
isopropamide  sustained  release  capsules, 
veterinary,  contain  either: 

(1)  3.33  milligrams  of  prochlorpera¬ 
zine  (as  the  dimaleate)  and  1.67  milli¬ 
grams  of  isopropamide  (as  the  iodide), 
or 

(2)  10  milligrams  of  prochlorperazine 
(as  the  dimaleate)  and  5  milligrams  of 
isopropamide  (as  the  iodide) . 

(b)  Sponsor.  See  code  No.  026  In 
I  135.501(c)  of  this  chapter. 

(c)  Conditions  of  use.  (1)  The  drug  is 
used  for  the  treatment  of  dogs  in  which 
gastrointestinal  disturbances  are  associ¬ 
ated  with  emotional  stress. 

(2)  (i)  Capsules  described  in  para¬ 
graph  (a)(1)  of  this  section  are  admin¬ 
istered  orally  to  dogs  weighing  from  4 
to  15  poimds  at  the  rate  of  1  capsule 
twice  daily.  These  capsules  are  adminis¬ 
tered  orally  to  dogs  weighing  from  16 
to  30  pounds  at  the  rate  of  1  or  2  cap¬ 
sules  twice  daily.  For  dogs  weighing  less 
than  4  poimds,  administer  orally  an  ap¬ 
propriate  fraction  of  the  contents  of  one 
of  these  capsules. 

(ii)  Capsules  described  in  paragraph 
(a)  (2)  of  this  section  are  given  to  dogs 
weighing  30  pounds  and  over  at  the  rate 
of  1  capsule  twice  daily. 

(3)  For  use  only  by  or  ou  the  order 
of  a  licensed  veterinarian. 

Effective  date.  This  order  shall  become 
effective  upon  publication  in  the  Fed¬ 
eral  Register  (6-17-72). 

(Sec.  512(1).  82  Stat.  347;  21  U.S.C.  360b(l) ) 

Dated:  June  6,  1972. 

Fred  J.  Kingma, 

Acting  Director, 
Bureau  of  Veterinary  Medicine. 

(PR  Doc.72-9167  Plied  6-16-72:8:49  amj 


PART  141a— PENICILLIN  AND  PENI¬ 
CILLIN-CONTAINING  DRUGS;  TESTS 
AND  METHODS  OF  ASSAY 

PART  146a— CERTIFICATION  OF  PEN¬ 
ICILLIN  AND  PENICILLIN-CONTAIN¬ 
ING  DRUGS 

Revocation 

In  the  Federal  Register  of  May  5, 1970 
(35  F.R.  7089),  the  Commissioner  of 
Food  and  Drugs  announced  the  conclu¬ 
sion  of  the  Food  and  Drug  Administra¬ 
tion  following  evaluation  of  a  report  re¬ 
ceived  from  the  National  Academy  of 
Sciences-National  Research  Council, 
Drug  Efficacy  Study  Group,  on  Nolva- 
pent;  marketed  by  Fort  Dodge  Labora¬ 
tories,  Inc.,  Fort  Dodge,  Iowa  50501. 

The  announcement  invited  the  manu¬ 
facturer  of  said  drug  and  any  other  in¬ 
terested  persons  to  submit  pertinent  data 
on  the  drug’s  effectiveness.  Neither  Fort 
Dodge  Laboratories,  Inc.,  nor  any  other 


interested  person  furnished  adequate 
data  to  support  the  effectiveness  of  the 
above-named  product  or  any  similar 
products. 

Nolvapent  was  the  subject  of  a  notice 
of  drug  deemed  adulterated  which  was 
published  in  the  Federal  Register  of 
February  15,  1972  (37  F.R.  3375).  Since 
the  above-named  product  has  been  re¬ 
moved  from  the  market  and  no  efficacy 
data  have  been  submitted  for  similar 
drugs,  the  Commissioner  concludes  that 
the  antibiotic  drug  regulations  should  be 
amended  to  revoke  provisions  for  certi¬ 
fication  of  this  and  similar  drugs  due  to 
a  lack  of  substantial  evidence  that  they 
will  have  the  effectiveness  they  purport 
or  are  represented  to  have. 

Therefore,  pursuant  to  provisions  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(secs.  507,  512,  59  Stat.  463  as  amended, 
82  Stat.  343-51;  21  U.S.C.  357,  360b)  and 
imder  authority  delegated  to  the  Com¬ 
missioner  (21  CFR  2.120),  Parts  141a 
and  146a  are  amended  by  revoking  (1) 
§  141a.65  Penicillin-streptomycin-neo¬ 
mycin  in  oil,  veterinary;  penicillin-dihy- 
drostreptomycin-neomycin  in  oil,  veteri¬ 
nary;  penicillin-streptomycin-neomycin 
ointment,  veterinary;  penicillin-dihydro- 
streptomycin-neomycin,  ointment,  veter¬ 
inary.  (2)  §  141a.94  Procaine  penicillin- 
streptomycin  -  neomycin  -  erythromycin 
in  oil;  procaine  penicillin-dihydrostrep- 
tomycin-neomycin-erythromycin  in  oil. 
(3)  §141a.96  Penicillin-streptomycin- 

neomycin-polymyxin  ointment,  veteri¬ 
nary;  penicillin-dihydrostreptomycin- 
neomycin-polymyxin  ointment,  veteri¬ 
nary,  (4)  S  146a.22  Penicillin-strepto¬ 
mycin  -  neomycin  -  polymyxin  ointment, 
veterinary;  penicillin-dihydrostreptomy- 
cin-neomycin-polymyxin  ointment,  vet¬ 
erinary,  (5)  §  146a.83  Procaine  penicillin- 
streptomycin-neomycin-erythromycin  in 
oil;  procaine  penicillin-dihydrostrepto- 
mycin-neomycin-erythromycin  in  oil, 
and  (6)  §  146a.89  Penicillin-strepto¬ 

mycin-neomycin  in  oil.  veterinary;  peni- 
cillin-dihydrostreptomycin-neomycin  in 
oil.  veterinary:  penicillin-streptomycin- 
neomycin  ointment,  veterinary:  penicil- 
lin-dihydrostreptomycin-neomycin  oint¬ 
ment.  veterinary. 

Any  person  who  would  be  adversely 
affected  by  the  removal  of  any  such 
drug  from  the  market  may  file,  within 
30  days  after  publication  hereof  in  the 
Federal  Register,  objections  to  this 
order  stating  reasonable  grounds  and 
requesting  a  hearing  on  such  objections. 
A  statement  of  reasonable  grounds  for 
a  hearing  must  identify  the  claimed 
errors  in  the  NAS/NRC  evaluation  and 
identify  any  adequate  and  well  controlled 
investigation  on  the  basis  of  which  it 
could  reasonably  be  concluded  that 
these  drugs  would  have  the  effectiveness 
claimed  and  would  be  safe  for  their  in¬ 
tended  use. 

Objections  and  requests  for  a  hearing 
should  be  filed  (preferably  in  quintup- 
licate)  with  the  Hearing  CHerk,  Depart¬ 
ment  of  Health,  Education,  and  Welfare, 
Room  6-88,  5600  Fishers  Lane,  Rock¬ 
ville,  Md.  20852.  Objections  and  requests 
for  a  hearing  which  are  received  in  re¬ 
sponse  to  this  order  may  be  seen  in  the 


FEDERAL  REGISTER,  VOL.  37,  NO.  118 — SATURDAY,  JUNE  17.  1972 


RULES  AND  REGULATIONS 


12067 


above  office  during  business  hours,  Mon¬ 
day  through  Friday. 

Effective  date.  This  order  shall  become 
effective  40  days  after  its  date  of  poib- 
lication  in  the  Federal  Register. 

(Secs.  507,  512,  59  Stat.  463  as  amended, 
82  stat.  343-51;  21  U.S.C.  357,  360b) 

Dated:  June  8,  1972. 

Sam  D.  Fine, 
Associate  Commissioner 
for  Compliance. 
[PR  Doc.72  9166  Filed  6-16-72;8:49  am] 


PART  148i— NEOMYCIN  SULFATE 

Combination  Drug  Containing  Neo¬ 
mycin  Sulfate  and  Amphotericin  B 

for  Oral  Use;  Revocation 

In  the  Federal  Register  of  July  2, 1970 
(35  P.R.  10793),  the  Commissioner  of 
Food  and  Drugs  annoimced  the  conclu¬ 
sions  of  the  Food  and  Drug  Administra¬ 
tion  following  evaluation  of  reports  re¬ 
ceived  from  the  National  Academy  of 
Sciences-National  Research  Council, 
Drug  Efficacy  Study  Group,  on  a  certain 
oral  preparation  containing  neomycin 
sulfate  and  nystatin.  The  Food  and  Drug 
Administration  concluded  that  “there 
was  a  lack  of  substantial  evidence,  as 
defined  in  the  Federal  Food,  Drug,  and 
Cosmetic  Act,  that  the  *  •  *  drug  is 
effective  as  a  fixed  combination  for  its 
claimed  clinical  effect  and  that  each 
component  of  the  drug  contributes  to  the 
total  effects  claimed  for  such  drug.”  Sub¬ 
sequently,  an  order  was  published  in  the 
Federal  Register  of  November  2,  1971 
(36  F.R.  20938) ,  amending  the  antibiotic 
drug  regulations  to  revoke  this  oral  prep¬ 
aration  from  the  list  of  drugs  acceptable 
for  certification. 

Also  in  the  Federal  Register  of  No¬ 
vember  2, 1971  (36  F.R.  20985) ,  the  Com¬ 
missioner  proposed  revoking  provisions 
for  certification  of  a  related  preparation. 
Neomycin  Fungizone  Tablets  (incorrectly 
referred  to  as  Fimgizone  Tablets  in  the 
proposal).  This  preparation  contains 
neomycin  sulfate  and  amphotericin  B. 
An  approved  Form  5  antibiotic  drug  ap¬ 
plication  (NDA  60-514)  is  held  for  this 
drug  by  E.  R.  Squibb  &  Sons,  Inc.,  5 
Georges  Road,  New  Bnmswick,  NJ  08903. 
This  product  was  not  reviewed  by  the 
Academy.  In  this  proposal,  however,  the 
Food  and  Drug  Administration,  having 
evaluated  data  originally  filed  in  support 
of  efficacy  of  the  preparation,  annoimced 
its  conclusion  that  “there  is  a  lack  of  sub¬ 
stantial  evidence,  as  defined  in  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act,  that 
this  drug  is  effective  as  a  fixed  combina¬ 
tion  for  its  claimed  clinical  effects,  and 
that  each  component  of  the  drug  con¬ 
tributes  to  the  total  effects  claimed  for 
such  drug.”  The  proposal  of  November  2, 
1971,  invited  written  comments  within 
30  days.  There  were  no  responses. 

Accordingly,  the  Commissioner  con¬ 
cludes  that  the  antibiotic  drug  regula¬ 
tion  providing  for  certification  of  such 
drug  should  be  revoked  and  that  all  out¬ 
standing  certificates  which  have  been 
Issued  thereunder  should  also  be  revoked. 


Therefore,  pursuant  to  provisions  of 
the  Fereral  Fcxxl,  Drug,  and  Cosmetic 
Act  (secs.  502,  507,  52  Stat.  1050-51  as 
amended,  59  Stat.  463  as  amoided;  21 
U.S.C.  352,  357)  and  under  authority  del¬ 
egated  to  the  Citommissioner  (21  CFR 
2.120),  Part  148i  is  amended  by  revok¬ 
ing  §  1481.45  Neomycin  sulfate-ampho¬ 
tericin  B  tablets.  All  certificates  issued 
under  this  section  are  also  revoked. 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  removal  of  any  such  drug 
from  the  market  may  file  objections  to 
this  order,  request  a  hearing,  and  show 
reasonable  grounds  for  the  hearing.  The 
statement  of  reasonable  grounds  and  re¬ 
quest  for  a  hearing  shall  be  submitted  in 
writing  within  30  days  after  publication 
hereof  in  the  Federal  Register,  shall 
state  the  reasons  why  the  antibiotic  drug 
regulations  should  not  be  so  amended, 
and  shall  include  a  well  organized  and 
full  factual  analysis  of  the  clinical  and 
other  investigational  data  the  objector 
is  prepared  to  prove  in  support  of  his 
objections. 

A  request  for  a  hearing  may  not  rest 
upon  mere  allegations  or  denials,  but 
must  set  forth  specific  facts  showing  that 
a  genuine  and  substantial  issue  of  fact 
requires  a  hearing.  When  it  clearly  ap¬ 
pears  from  the  data  incorporated  into  or 
referred  to  by  the  objections  and  from 
the  factual  analysis  in  the  request  for  a 
hearing  that  no  genuine  issue  of  fact  pre¬ 
cludes  the  action  taken  by  this  order, 
the  Commissioner  will  publish  an  order 
giving  his  findings  and  conclusions  on 
such  data. 

If  a  hearing  is  requested  and  justified 
by  the  objections,  the  issues  will  be  de¬ 
fined  and  a  hearing  examiner  named  to 
conduct  the  hearing.  The  provisions  of 
Subpart  F  of  21  CFR  Part  2  shall  apply 
to  such  hearing  except  as  modified  by  21 
CFR  146.1(f),  and  shall  apply  to  judicial 
review  in  accord  with  section  701  (f) 
and  (g)  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act.  (35  F.R.  7250,  May  8, 
1970.) 

Objections  and  requests  for  a  hearing 
should  be  filed  (preferably  in  quintupli- 
cate)  with  the  Hearing  Clerk,  Depart¬ 
ment  of  Health,  Education,  and  Welfare, 
Room  6-88,  5600  Fishers  Lane,  Rockville, 
Md.  20582.  Received  objections  and  re¬ 
quests  for  a  hearing  may  be  seen  in  the 
above  office  during  regular  business 
hours,  Monday  through  Friday. 

Effective  date.  This  order  shall  become 
effective  40  days  after  its  date  of  pub¬ 
lication  in  the  Federal  Register.  If  ob¬ 
jections  are  filed,  the  effective  date  will 
be  extended  for  such  period  of  time  as 
necessary  to  rule  thereon.  In  so  ruling, 
the  Commissioner  will  specify  another 
effective  date  and  how  the  outstanding 
stocks  of  the  affected  drugs  are  to  be 
handled. 

(Secs.  502,  507,  52  Stat.  1050-51  as  amended, 
59  Stat.  463  as  amended;  21  U.S.C.  352,  357) 

Dated;  June  7,  1972. 

Sam  D.  Fine, 

Associate  Commissioner  for 
Compliance. 

[PR  Doc.72-9169  PUed  6-16-72:8:50  amj 


Title  47— TELECOMMUNICATION 

Chapter  I — Federal  Communications 
Commission 

PART  0— COMMISSION 
ORGANIZATION 

Location  of  Field  Offices  and 
Monitoring  Stations;  Correction 

In  the  matter  of  editorial  amendment 
of  §  0.121(a)  of  the  Commission’s  rules 
and  regulations. 

Section  0.121(a)  in  the  Appendix  to 
the  order  adopted  April  14,  1972,  in  the 
above  entitled  matter  (37  F.R.  8076)  is 
corrected  with  respect  to  Radio  District 
19.  The  first  line  preceding  the  list 
of  counties  should  read:  “All  counties 
except  District  18.” 

Released:  June  13, 1972. 

Federal  Communications 
Commission, 

[  seal  ]  Ben  F.  Waple, 

Secretary. 

[PR  Doc.72-9176  Piled  6-16-72:8:47  amJ 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 

and  Wildlife,  Fish  and  Wildlife 

Service,  Department  of  the  Interior 

SUBCHAPTER  C — THE  NATIONAL  WILDLIFE 
REFUGE  SYSTEM 

PART  35— WILDERNESS 
PRESERVATION  AND  MANAGEMENT 

Miscellaneous  Amendments 

50  CFR  Part  35  was  originally  pub¬ 
lished  on  page  25426  of  the  December  31, 
1971,  issue  of  the  Federal  Register  as 
F.R.  Doc.,  71-19113,  and  became  effec¬ 
tive  on  January  30, 1972. 

Sections  35.5(b)  and  35.10  are 
amended  as  follows: 

§  35.5  [Amended] 

In  the  first  sentence  of  §  35.5(b)  sub¬ 
stitute  the  word  “motorboats”  for  the 
words  “motorized  equipment.” 

§  35.10  [.Amended] 

In  §  35.10  substitute  the  words  “the 
wilderness  resource  and  values”  for  the 
words  “preferred  vegetative  types.” 

Because  these  amendments  to  Part  35 
provide  immediate  guidance  and  infor¬ 
mation  to  the  public  in  the  use  of  desig¬ 
nated  wilderness  areas  and  relate  to  in¬ 
ternal  wilderness  area  management  pro¬ 
cedures,  notice  and  public  procedure 
thereon  is  deemed  unnecessary,  and 
these  amendments  will  become  effective 
upon  publication  in  the  Federal  Reg¬ 
ister  (6-17-72). 

Spencer  H.  Smith, 
Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

June  9, 1972. 

IFR  Doc.72-9134  Piled  6-16-72;8;45  am] 
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Proposed  Rule  Making 


DEPARTMENT  OF  AGRICULTURE 

Farmers  Home  Administration 
[  7  CFR  Part  1 890s  1 

[Ai:/-71(444)  1 

LEASEHOLD  INTERESTS  IN 
NONFARM  TRACTS 

Proposed  Rural  Housing  Loan  Policy 

Notice  is  hereby  given  that  the  Farm¬ 
ers  Home  Administration  has  under 
consideration  amending  Part  1890s, 
“Section  502  Rural  Housing  Loans  on 
Leasehold  Interests  in  Nonfarm  Tracts,” 
Title  7,  Code  of  Federal  Regulations  (36 
F.R.  19670),  by  deleting  §  1890s.3(c). 
This  deletion  would  remove  the  prohi¬ 
bition  against  making  loans  on  leasehold 
interests  created  on  nonfarm  tracts  by  a 
nonpublic  body  after  January  1,  1966, 
when  the  State  Director  determines  that 
long-term  leasing  of  homesites  by  non¬ 
public  bodies  is  a  well  established  prac¬ 
tice  and  such  leaseholds  are  freely  mar¬ 
ketable  in  the  area. 

Interested  persons  are  invited  to  sub¬ 
mit  written  comments,  suggestions,  or 
objections  regarding  the  proposed 
amendment  to  the  Assistant  Adr^is- 
trator  for  Management,  Farmers  Home 
Administration,  U.S.  Department  of 
Agriculture,  Room  5013,  South  Building, 
Washington,  D.C.  20250,  within  30  days 
after  date  of  publication  of  this  notice 
in  the  Federal  Register.  All  written  sub¬ 
missions  made  pursuant  to  this  notice 
will  be  made  available  for  public  inspec¬ 
tion  at  the  Office  of  the  Assistant  Admin¬ 
istrator  for  Management  during  regular 
business  hours  (8:15  a.m.-4:45  p.m.) . 

(Sec.  510,  63  Stat.  437,  42  U.S.C.  1480;  Order 
of  Acting  Secretary  of  Agriculture,  36  F.R. 
21529;  Order  of  Assistant  Secretary  of  Agri¬ 
culture  for  Rural  Development  and  Conser¬ 
vation,  36  F.R.  21529) 

Dated:  June  1, 1972. 

Joseph  Haspray, 
Deputy  Administrator, 
Farmers  Home  Administration. 

[FR  Doc.72-9187  Filed  6-16-72:8:49  am] 

DEPARTMENT  DF 
TRANSPORTATION 

Federal  Aviation  Administration 
[  14  CFR  Part  71  1 

[Airspace  Docket  No.  72-NW-16J 

TRANSITION  AREA 
Proposed  Alteration 

The  Federal  Aviation  Administration 
Is  consdering  an  amendment  to  Part 
71  of  the  Federal  Aviation  Regulations 
that  would  alter  the  description  of  the 
Burley,  Idaho,  transition  area. 


Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views,  or  arguments 
as  they  may  desire.  Commimlcations 
should  be  submitted  in  triplicate  to  the 
Chief,  Operations,  Procedures,  and  Air¬ 
space  Branch,  Northwest  Region,  Fed¬ 
eral  Aviation  Administration,  FAA 
Building,  Boeing  Field,  Seattle,  Wash. 
98108.  All  communications  received 
within  30  days  after  publication  of  this 
notice  in  the  Federal  Register  will  be 
considered  before  action  is  taken  on  the 
proposed  amendment.  No  public  hearing 
is  contemplated  at  this  time,  but  ar¬ 
rangements  for  informal  conferences 
with  Federal  Aviation  Administration 
officials  may  be  made  by  contacting  the 
Regional  Air  Traffic  Division  (Thief.  Any 
data,  views,  or  arguments  presented  dur¬ 
ing  such  conferences  must  also  be  sub¬ 
mitted  in  writing  in  accordance  with 
this  notice  in  order  to  become  part  of 
the  record  for  consideration.  The  pro¬ 
posal  contained  in  this  notice  may  be 
changed  in  the  light  of  comments 
received. 

A  public  docket  will  be  available  for 
examination  by  interested  persons  in  the 
office  of  the  Regional  Counsel,  North¬ 
west  Region,  Federal  Aviation  Adminis¬ 
tration,  FAA  Building,  Boeing  Field, 
Seattle,  Wash.  98108. 

The  alteration  to  the  Transition  Area 
would  provide  controlled  airspace  pro¬ 
tection  to  aircraft  using  the  direct  off- 
airway  route  between  the  Burley  VOR 
TAG  and  the  Richfield  INT. 

In  consideration  of  the  foregoing,  the 
FAA  proposes  the  following  airspace 
action. 

In  i  71.181  (37  F.R.  2143)  the  descrip¬ 
tion  of  the  Burley,  Idaho,  transition  area 
is  amended  as  follows: 

Between  the  words  “•  •  •  extending 
7  miles  northwest  of  the  VORTAC;”  and 
“and  that  airspace  extending  upward 
from  1,200  feet  *  •  insert:  “within 
4  miles  each  side  of  the  Burley  VORTAC 
344°  radial,  extending  to  the  north  edge 
of  V-500,”. 

This  amendment  is  proposed  under  the 
authority  of  section  307(a)  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  as  amended 
(49  U.S.C.  1348(a) )  and  of  section  6(c) 
of  the  Department  of  Transportation 
Act  (49  U.S.C.  1655(c)). 


Issued  in  Seattle,  Wash.,  on  June  8, 
1972. 


C.  B.  Walk,  Jr., 
Director,  Northwest  Region. 


[FR  Doc.72-«I40  Filed  6-16-72:8:45  am) 


[  14  CFR  Part  71  1 

(Airspace  Docket  No.  72-AL-201 

FEDERAL  AIRWAY 
Proposed  Revocation 

The  Federa>  Aviation  Administration 
(FAA)  is  considering  an  amendment  to 
Part  71  of  the  Federal  Aviation  Regula¬ 
tions  that  would  revoke  VOR  Federal 
airway  No.  463. 


Interested  persons  may  participate  in 
the  propiosed  rule  making  by  submitting 
such  written  data,  views,  or  arguments  as 
they  may  desire.  Communications  should 
identify  the  airspace  docket  number  and 
be  submitted  in  triplicate  to  the  Director, 
Alaskan  Region,  Attention:  Chief,  Air 
Traffic  Division,  Federal  Aviation  Ad¬ 
ministration,  632  Sixth  Avenue,  Anchor¬ 
age,  AK  99501.  All  commimlcations  re¬ 
ceived  within  30  days  after  publication 
of  this  notice  in  the  Federal  Register 
will  be  considered  before  action  is  taken 
on  the  propiosed  amendment.  The  pro¬ 
posal  contained  in  this  notice  may  be 
changed  in  the  light  of  comments 
received. 

An  official  docket  will  be  available  for 
examination  by  interested  persons  at  the 
Federal  Aviation  Administration,  Office 
of  the  General  Counsel,  Attention:  Rules 
Docket,  800  Independence  Avenue  SW., 
Washington,  DC  20591.  An  informal 
docket  also  will  be  available  for  examina¬ 
tion  at  the  office  of  the  Regional  Air 
Traffic  Division  Chief. 

V-463  airway  is  presently  designated 
from  Anchorage,  Alaska,  to  the  intersec¬ 
tion  of  Anchorage  330°  T(305°  M)  and 
Big  Lake,  Alaska,  294*  T(268*  M)  radials 
(7-mile  Intersection).  This  airway  was 
utilized  as  an  alternate  route  for  the 
movement  of  Anchorage  terminal  traffic. 
However,  it  has  not  been  determined  that 
this  airway  is  no  longer  required  for  air 
traffic  control  purposes,  and  action  is 
proposed  herein  to  revoke  V-463  airway. 

This  amendment  is  proposed  under  the 
authority  of  section  307(a)  of  the  Federal 
Aviation  Act  of  1958  (49  U.S.C.  1348(a) ) 
and  section  6(c)  of  the  Department  of 
Transportation  Act  (49  U.S.C.  1655(c)). 


Issued  in  Washington,  D.C.,  on  June  9, 
1972. 


H.  B.  Helstrom, 
Chief,  Airspace  and  Air 
Traffic  Rules  Division. 


[FR  Doc.72-9141  Filed  6-16-72;8:46  am] 


FEDERAL  TRADE  COMMISSION 

[16  CFR  Part  600  ] 

STATEMENTS  OF  GENERAL  POLICY 
OR  INTERPRETATIONS 

Notice  of  Public  Hearing 
In  F.R.  Doc.  72-9104,  filed  June  14, 
1972,  appearing  in  the  issue  published 
Thursday,  June  15,  1972  (37  F.R.  11903), 
the  following  provision  should  be  added: 

Any  additional  comments  must  be  sub¬ 
mitted  In  writing  to  the  Secretary  no 
later  than  July  21,  1972. 

By  direction  of  the  Commission  dated 
June  6, 1972. 

[seal]  Charles  A.  Tobin, 

Secretary. 

[FR  Doc.72-0130  Filed  6-16-72;8:45  am] 
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DEPARTMENT  OF  THE 
TREASURY 

Bureau  of  Customs 

30-POUND  MF  (MACHINE  FINISH) 
KRAFT  WRAPPING  PAPER  FROM 
CANADA 

Withholding  of  Appraisement  Notice 

Information  was  received  on  June  3, 
1971,  that  30-pound  MP  (Machine 
Finish)  kraft  wrapping  paper  from 
Canada  was  being  sold  at  less  than  fair 
value  within  the  meaning  of  the  Anti¬ 
dumping  Act,  1921,  as  amended  (19 
U.S.C.  160  et  seq.)  (referred  to  in  this 
notice  as  "the  Act”).  This  information 
was  the  subject  of  an  “Antidumping 
Proceeding  Notice”  which  was  published 
In  the  Federal  Register  of  August  17, 
1971,  on  page  15672.  The  “Antidumping 
Proceeding  Notice”  indicated  that  there 
was  evidence  on  record  concerning  in¬ 
jury  to  or  likelihood  of  injury  to  or  pre¬ 
vention  of  establishment  of  an  industry 
in  the  United  States. 

Pursuant  to  section  201(b)  of  the  Act 
(19  U.S.C.  160(b) ) ,  notice  is  hereby  given 
that  there  are  reasonable  grounds  to  be¬ 
lieve  or  suspect  that  the  purchase  price 
(sec.  203  of  the  Act;  19  U.S.C.  162)  of 
30-pound  MF  (Machine  Finish)  kraft 
wrapping  paper  from  Canada  is  less,  or 
likely  to  be  less,  than  the  foreign  market 
value  (sec.  205  of  the  Act;  19  U.S.C.  164) . 

Statement  of  reasons.  The  information 
before  the  Bureau  tends  to  indicate  that 
the  probable  basis  of  comparison  for  fair 
value  purposes  will  be  between  purchase 
price  and  home  market  price  of  such  or 
similar  merchandise. 

Purchase  price  will  probably  be  calcu¬ 
lated  by  deducting  freight,  brokerage 
fees,  U.S.  Customs  duties,  and,  where  ap¬ 
propriate,  cash  discounts  from  the  C  &  F 
duty-paid  price. 

Home  market  price  will  probably  be 
based  on  the  delivered-customer-prem- 
ises  price,  with  a  deduction  for  inland 
freight.  Adjustments  will  probably  be 
made  for  commissions  and  selling  ex¬ 
penses,  where  appropriate. 

Using  the  above  criteria,  there  are  rea¬ 
sonable  grounds  to  believe  or  suspect  that 
purchase  price  will  be  lower  than  home 
market  price. 

Customs  ofiBcers  are  being  directed  to 
withhold  appraisement  of  30-pound  MF 
(Machine  Finish)  kraft  wrapping  paper 
from  Canada  in  accordance  with  §  153.48, 
Customs  Regulations  (19  CFR  153.48) . 

In  accordance  with  §§  153.32(b)  and 
153.37,  Customs  Regulations  (19  CFR 
153.32(b) ,  153.37) ,  interested  parties  may 
present  written  views  or  arguments,  or 
request  in  writing  that  the  Secretary  of 
the  Treasury  afford  an  opportunity  to 
present  oral  views. 


Notices 


Any  request  that  the  Secretary  of  the 
Treasury  afford  an  opportunity  to  pre¬ 
sent  oral  views  should  be  addressed  to 
the  Commissioner  of  Customs,  2100  K 
Street  NW.,  Washington,  DC  20226,  in 
time  to  be  received  by  his  office  not  later 
than  10  calendar  days  from  the  date  of 
publication  of  this  notice  in  the  Federal 
Register. 

Any  written  views  or  arguments  should 
likewise  be  addressed  to  the  Commis¬ 
sioner  of  Customs  in  time  to  be  received 
by  his  office  not  later  than  30  days  from 
the  date  of  publication  of  this  notice  in 
the  Federal  Register. 

This  notice,  which  is  published  pur¬ 
suant  to  §  153.34(b),  Customs  Regula¬ 
tions  (19  CFR  153.34(b)),  shall  become 
effective  upon  publication  in  the  Federal 
Register.  It  shall  cease  to  be  effective  at 
the  expiration  of  6  mcaiths  from  the  date 
of  this  publication,  unless  previously  re¬ 
voked. 

[seal!  Edwin  F.  Rains, 

Acting  Commissioner  of  Customs. 

Approved:  June  12,  1972. 

Eugene  T.  Rossides, 

Assistant  Secretary 
of  the  Treasury. 

|FR  Doc.72-8151  PUed  6-16-72; 8: 46  am] 


DEPARTMENT  DF  JUSTICE 

Bureau  of  Narcotics  and  Dangerous 
Drugs 

[Docket  No.  72-3] 

BRUCE  E.  HODGES,  M.D. 

Notice  of  Hearing 

Notice  is  hereby  given  that  on 
March  31,  1972,  the  Bureau  of  Narcotics 
and  Dangerous  Drugs,  Department  of 
Justice,  issued  to  Bruce  E.  Hodges,  M.D., 
an  order  to  show  cause  as  to  why  the  Bu¬ 
reau  of  Narcotics  and  Dangerous  Drugs 
Registration  No.  AH1292159  issued  to 
him  pursuant  to  section  303  of  the  Con- 
troll^  Substances  Act  (21  U.S.C.  823) 
should  not  be  revoked. 

Thirty  days  having  elapsed  since  the 
said  order  to  show  cause  was  received  by 
Dr.  Bruce  E.  Hodges,  and  written  request 
for  a  hearing  having  been  filed  with  the 
Director  of  the  Bureau  of  Narcotics  and 
Dangerous  Drugs,  notice  is  hereby  given 
that  a  hearing  in  this  matter  will  be  held 
commencing  at  10  a.m.  on  June  21,  1972, 
in  room  812  of  the  Bureau  of  Narcotics 
and  Dangerous  Drugs,  1405  Eye  Street 
NW.,  Washington,  DC  20537, 

Dated;  June  13, 1972. 

John  E.  Ingersoll, 
Director.  Bureau  of 
Narcotics  and  Dangerous  Drugs. 

IPR  Doc.72-9131  PUed  6-16-72;8:45  am] 


[Docket  No.  72-2] 

LARIS  CARROL  HEBERT,  M.D. 

Notice  of  Hearing 

Notice  is  hereby  given  that  on 
March  24,  1972,  the  Bureau  of  Narcotics 
and  Dangerous  Drugs,  Department  of 
Justice,  issued  to  Laris  Carrol  Hebert. 
M.D.,  an  order  to  show  cause  as  to  why 
the  Bureau  of  Narcotics  and  Dangerous 
Drugs  Registration  No.  AH3415494  issued 
to  him  pursuant  to  section  303  of  the 
Controlled  Substances  Act  (21  U.S.C. 
823)  should  not  be  revoked. 

Thirty  days  having  elapsed  since  the 
said  order  to  show  cause  was  received  by 
Dr.  Laris  Carrol  Hebert,  and  written  re¬ 
quest  for  a  hearing  having  been  filed 
with  the  Director  of  the  Bureau  of  Nar¬ 
cotics  and  Dangerous  Drugs,  notice  is 
hereby  given  that  a  hearing  in  this  mat¬ 
ter  will  be  held  commencing  at  10  a.m. 
on  June  21,  1972,  in  Room  812  of  the 
Bureau  of  Narcotics  and  Dangerous 
Drugs,  1405  Eye  Street  NW.,  Washing¬ 
ton,  DC  20537. 

Dated:  Jime  13, 1972. 

John  E.  Ingersoll, 
Director,  Bureau  of 
Narcotics  and  Dangerous  Drugs. 

[PR  Doc.72-9132  PUed  6-16-72:8:45  am] 

DEPARTMENT  OF  THE  INTERIOR 

Office  of  Hearings  and  Appeals 

(Docket  No.  M  72-34] 

OLD  BEN  COAL  CORP. 

Petition  for  Modification  of 
Mandatory  Safety  Standard 

Notice  is  hereby  given  that  Old  Ben 
Coal  Corp.  (petitioner)  has  filed  a  peti¬ 
tion  to  modify  the  application  of  section 
303(0)  of  the  Act  as  implemented  by 
§  75.316-2 (b)  of  the  regulations  pre¬ 
scribed  by  the  Secretary  on  November  12, 
1970,  with  respect  to  its  No.  24  Mine. 

Paragraph  (b)  of  §  75.316-2  Criteria 
for  approval  of  ventilation  system  and 
methane  and  dust  control  plan  of  the 
regulations  provides  as  follows: 

(b)  Permanent  stoppings,  overcasts,  un¬ 
dercasts,  and  shaft  partitions  should  be  con¬ 
structed  of  substantial.  Incombustible  ma¬ 
terial,  such  as  concrete,  concrete  blocks, 
cinder  block,  brick  or  tile,  or  some  other 
Incombustible  material  having  sufflclent 
strength  to  serve  the  purpose  for  which  the 
stopping  or  partition  is  intended.  In  heavy 
or  caving  areas,  timbers  laid  longitudinally 
‘skin  to  skin’  may  be  used.  Such  permanent 
stoppings  should  be  erected  between  the 
Intake  and  return  aircourses  in  entries  and 
should  be  maintained  to  and  Including  the 
third  connecting  crosscut  outby  the  faces  of 
the  entries.  Permanent  stoppings  should  be 
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used  to  separate  belt  haulage  entries  from 
entries  used  as  intake  and  return  aircourses. 

Petitioner  requests  that  the  applica¬ 
tion  of  §  75.316-2(b)  be  modified,  or  that 
its  interpretation  and  application  be 
modified,  to  use  stoppings  in  panel  or 
room  entries  constructed  of  chemically 
treated  fire  retardent  wood  which  meets 
the  requirements  of  ASTM  Test  E-84  and 
has  been  so  certified  by  Underwriters 
Laboratories,  Inc.,  and  has  been  given  an 
PR-S  classification  or  rating  by  Under¬ 
writers  Laboratories,  Inc.,  indicating 
that  it  has  a  flame  spread  of  25  or  less 
with  no  evid^ce  of  significant  combus¬ 
tion  when  tested  for  30  minutes. 

Petitioner’s. position  is  as  follows: 

The  petitioner  alleges  that  stoppings  con¬ 
structed  of  chemioally  treated  fire  retardant 
wood  when  used  In  Its  Mine  No.  24  In  panel 
(or  room)  entries — and  this  Is  the  only  use 
here  In  Issue — ^provide  no  less  than  the  same 
measure  of  protection  to  the  miners  than 
stoppings  constructed  of  concrete,  concrete 
blocks,  cinder  block,  brick  or  tUe  in  such 
locations,  and  that  Indeed  a  faUure  to  recog¬ 
nize  this  fact  results  In  a  diminution  of 
safety  to  the  miners  In  such  mine.  The  en¬ 
tries  In  which  the  petitioner  has  historically 
used  stoppings  constructed  of  chemically 
treated  fire  retardent  wood,  and  in  which  It 
now  seeks  to  use  such  stoppings,  are  sub¬ 
ject  to  heavy  crushing  pressures  Introduced 
by  the  mining  process  which  could,  and 
often  do,  cause  serious  damage  to  stoppings 
buUt  of  concrete,  concrete  blocks,  cinder 
block,  brick,  tUe,  or  other  inflexible  materials. 
These  pressures  frequently  destroy  the  struc¬ 
tural  Integrity  of  such  stoppings,  but  In  the 
petitioner’s  experience,  rarely  destroy  the 
structural  Integrity  of  wood  stoppings.  Peti¬ 
tioner  emphasizes  that  the  stoppings  are  not 
designed  for  the  purpose  of  supporting  the 
roof  or  holding  the  floor  In  place,  but  rather 
are  designed  as  an  essential  and  integral  part 
of  a  ventilation  system  for  the  purpose  of  de¬ 
flecting  and  directing  air  in  a  predetermined 
course.  Petitioner  submits,  therefore,  that  In 
determining  whether  or  not  the  material 
used  for  a  stopping  is  of  “sufficient  strength 
to  serve  the  purpose  for  which  the  stopping 
or  partition  is  Intended”  the  “purpose  for 
which  the  stopping  •  •  •  is  Intended”  Is 
ventilation,  not  support.  In  those  Instances 
where  stoppings  are  required  to  be  In  place 
for  substantial  periods  of  time,  e.g.,  for  more 
than  1  year,  and  where  stoppings  are  required 
In  areas  that  are  known  not  to  be  heavy  cav¬ 
ing  areas,  the  petitioner  uses  concrete  block 
for  the  construction  of  such  stoppings. 
However,  for  stoppings  In  panels  or  room 
entries,  which  are  short-lived — ^the  normal 
life  In  the  petitioner’s  experience  being  4  to 
8  months — stoppings  constructed  of  con¬ 
crete,  concrete  blocks,  cinder  block,  brick 
or  tile  do  not,  because  of  their  inherent  in¬ 
flexibility,  provide  the  permanent  barrier 
that  Is  required  for  an  effective  ventilation 
system.  They  crush  out,  blow  out,  or  over¬ 
turn  because  of  their  Inability  to  yield  to 
the  pressures  of  caving  roofs  and  heaving 
floors,  thus  destroying  their  structural  in¬ 
tegrity  and  defeating  the  very  purpose  for 
which  they  were  Intended,  resulting  In  a 
diminution  of  safety  to  the  miners.  In  con¬ 
trast,  when  wooden  stoppings  are  used  and 
subjMted  to  the  same  pressures,  the  wood 
yields  because  of  its  unusual  resiliency  and 
strength,  and  although  Individual  pieces  of 
the  wood  used  to  construct  the  st<^plng  may 
bend,  and  on  occasion  crack,  the  stoppings 
retain  their  structural  Integrity  and  con¬ 
tinue  to  effectively  serve  the  purpose  for 
which  they  were  intended. 

•  •  •  •  • 
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Such  modifleation  would  restore  to  tlie 
Petitioner,  subject  to  the  continuing  super¬ 
vision  of  Federal  Mine  Inspectors,  the  ability 
to  provide  a  ventilation  system  of  maximum 
continuing  effectiveness  at  Its  Mine  No.  24, 
without  In  any  way  diminishing  the  safety 
of  its  miners. 

Parties  interested  in  this  petition  shall 
file  their  answer  or  comments  and,  if  they 
wish  a  hearing,  their  request  for  one, 
within  30  days  from  the  date  of  publica¬ 
tion  of  this  notice  in  the  Federal  Reg¬ 
ister,  with  the  Office  of  Hearings  and 
Appeals,  Hearings  Division,  U.S.  Depart¬ 
ment  of  the  Interior,  Ballston  Tower 
No.  3,  4015  Wilson  Boulevard,  Arlington, 
VA  22203.  Copies  of  the  petition  are  avail¬ 
able  for  inspection  at  that  address. 

James  M.  Day, 

Director, 

Office  of  Hearings  and  Appeals. 

June  9, 1972. 

(PR  Doc.72-9133  Filed  6-16-72; 8: 45  am) 

DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Food  and  Drug  Administration 
AMERICAN  CYANAMID  CO. 

Notice  of  Filing  of  Petition  for  Food 
Additive 

Pursuant  to  provisions  of  the  Federal 
Food,  Drug,  and  Cosmetic  Act  (Sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
(FAP  2B2797)  has  been  filed  by  Ameri¬ 
can  Cyanamid  Co..  Wayne,  N.J.  07470, 
proposing  that  §  121.2526  Components 
of  paper  and  paperboard  in  contact  with 
aqueous  and  fatty  foods  be  amended  in 
parapaph  (b)  (2)  to  change  the  basis  of 
the  limitation  on  the  amount  of  glyoxal 
permitted  from  the  present  maximum  of 
0.8  percent  by  weight  of  the  dry  coat¬ 
ing  solids  to  a  maximum  of  6  percent  by 
weight  of  the  starch  or  protein. 

Dated:  June  7,  1972. 

Virgil  O.  Wodicka, 
Director,  Bureau  of  Foo^. 

(PR  Doc.72-9172  Filed  6-16-72;8:50  am] 


Office  of  the  Secretary 
FOOD  AND  DRUG  ADMINISTRATION 

Statement  of  Organization,  Functions, 
and  Delegations  of  Authority 

Part  6  (Pood  and  Drug  Administra¬ 
tion)  of  the  Statement  of  Organization, 
Functions,  and  Delegations  of  Authority 
of  the  Department  of  Health,  Education, 
and  Welfare  (35  FJl.  3685-92,  dated 
February  25,  1970)  is  amended  to  reflect 
the  reorganization  of  the  Bureau  of 
Product  Safety. 

Sectiem  6B  is  amended  as  follows: 

Section  6B  Organization.  *  •  * 

« 

(p)  Bureau  of  Product  Safety.  Devel¬ 
ops  and  ccmducts  programs  to  reduce  in¬ 
juries  and  to  eliminate  hazards  associ¬ 


ated  with  consumer  products,  toys, 
flammable  fabrics,  and  hazardous  sub¬ 
stances. 

Supports  research  on  poisoning  treat¬ 
ment  problems  and  prevention  tech¬ 
niques  and  provides  a  national  network 
of  poison  control  centers  with  toxicity 
and  treatment  information  on  toxic  sub¬ 
stances.  Conducts  investigational,  ana¬ 
lytical,  and  research  activities  to  evalu¬ 
ate  the  nature  and  scope  of  consumer 
product  safety  problems;  and  develops 
and  implements  corrective  product  safety 
problems;  and  develops  and  implements 
corrective  programs. 

Plans,  directs,  coordinates,  and  evalu¬ 
ates  FDA’s  surveillance  and  compliance 
activities  covering  industries  and  con¬ 
sumer  products  falling  under  the  re¬ 
sponsibility  of  the  Bureau. 

Develops  or  coordinates  the  develop¬ 
ment  of  model  codes  and  other  stand¬ 
ards  covering  consumer  product  indus¬ 
try  practices;  and  encourages  manufac¬ 
turers  and  importers  to  voluntarily  adopt 
good  manufacturing  practices  that  re¬ 
duce  risks  in  consumer  products. 

Plans  and  develops  educational  pro¬ 
grams  and  issues  educational,  advl^ry, 
and  informational  releases  designed  to 
make  the  consumer  and  industry  aware 
of  potential  health  and  safety  hazards 
and  relevant  standards,  regulations,  and 
research  concerning  consumer  products. 

Performs  analyses  of  regulatory  sam¬ 
ples  as  may  be  necessary  to  support 
FDA’s  compliance  program  relating  to 
the  industries  and  consumer  products 
falling  under  the  responsibility  of  the 
Bureau. 

(p-1)  Office  of  the  Director.  Plans, 
evaluates,  and  provides  technical  direc¬ 
tion  to  Bureau  programs  and  related 
operating  policies.  Directs  the  Bureau’s 
personnel  and  financial  management 
systems  as  well  as  other  administrative 
services. 

Directs  the  devdopment  of  the  Bu¬ 
reau’s  product  safety  program. 

Plans  and  prepares  product  safety  in¬ 
formation  for  audiences  within  and  out¬ 
side  the  Bureau. 

Reviews,  initiates,  and  maintains  licd- 
son  with  outside  sources  on  the  develop¬ 
ment  of  standards  to  meet  the  public 
need  in  consumer  products.  Recommends 
to  the  Office  of  the  Commissioner 
changed  or  additional  legislative 
authority. 

Provides  the  Agmcy  with  authorita¬ 
tive  advice  on  significant  existing  and 
anticipated  problems  related  to  FDA  re¬ 
sponsibilities  in  the  area  of  product 
safety. 

Represents  the  Agency  at  meetings 
with  representatives  of  the  Department, 
other  Government  Agencies,  and  private 
industry;  and  explains  FDA  plans,  pro¬ 
grams,  policies,  and  regulations  as  they 
relate  to  product  safety. 

(p-2)  Division  of  Compliance.  Advises 
the  Bureau  Director  and  other  FDA  offi¬ 
cials  on  legal  administrative  problems, 
regulatory  problems,  and  administrative 
policies  concerning  FDA’s  compliance  re¬ 
sponsibilities  in  product  safety. 
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Develops  compliance  and  surveillance 
programs  covering  both  foreign  and 
domestic  consumer  products. 

Prepares  and  processes,  on  the  basis  of 
technical  information  supplied  by  the 
operating  components,  proposals  for  es¬ 
tablishment  of  standards  and  regulations 
for  consumer  products. 

Provides  interpretations  and  guidance 
designed  to  improve  compliance  by 
industry. 

Provides  support  and  guidance  to  the 
field  offices  in  handling  legral  actions  and 
is  responsible  for  Headquarters  case  de¬ 
velopment,  coordination,  and  contested 
case  assistance. 

Develops  and  coordinates  studies  to 
measure  the  degree  of  compliance  by 
regulated  industries  with  statutes  and 
regulations  enforced  by  the  Bureau. 

Coordinates  Bureau  and  industry  pro¬ 
grams  leading  to  the  voluntary  develop¬ 
ment  of  product  standards. 

(p-3)  Division  of  Chemical  Hazards. 
Develoi>s,  supervises,  and  coordinates  a 
program  of  toxicological,  chemical,  and 
medical  evaluation  of  chemical  products. 

Develops  operational  plans  and  long- 
range  programs  for  standards  develop¬ 
ment  and  research  for  chemical  products. 

Recommends  legislative  and  policy 
changes  regarding  chemical  hazards, 
plans  and  coordinates  integrated  scien¬ 
tific  data  retrieval  systems.  Coordinates 
program  activities  for  the  collection  and 
dissemination  of  medical  treatment  data 
to  the  national  poison  control  network. 
Conducts  and  supports  research  and 
methods  development  on  hazards  asso¬ 
ciated  with  the  use  of  chemical  products. 

Provides  for  the  analyses  of  regulatory 
samples  as  may  be  necessary  to  support 
compliance  programs. 

Provides  scientific,  medical,  editorial 
review,  and  initiates  articles  for  publica¬ 
tion. 

Provides  scientific  and  medical  support 
to  other  Bureau  programs. 

(p-4)  Injury  Data  and  Control  Cen¬ 
ter.  Develops  and  conducts  programs 
designed  to  identify  current  and  poten¬ 
tial  injury  hazards  of  consumer  products 
that  may  be  susceptible  to  reduction 
through  educational  and/or  changes  in 
product  design,  materials,  fabrication,  or 
performance  characteristics. 

Conducts  injury  surveillance  studies  to 
determine  the  extent,  nature,  and  effect 
of  injuries  due  to  consumer  products. 

Designs  investigating  reporting  sys¬ 
tems,  and  reviews  reports  of  investiga¬ 
tion  of  injuries,  deaths,  and  economic 
losses  resulting  from  the  normal  use  or 
reasonable  misuse  of  consumer  products. 

Conducts  special  in-depth  case  study 
investigations  of  injuries  or  deaths,  iden¬ 
tifying  etiologic  patterns  and  specific 
products. 

Suggests  po&sible  standards  and  cri¬ 
teria  to  be  included  in  standards  cover¬ 
ing  safety  characteristics  of  consumer 
products. 

Plans,  conducts,  and  participates  in 
projects  and  demonstrations  of  Uie  Bu¬ 
reau  designed  to  educate  the  public  on 
product  safety. 

Develops  program  and  educational 
materials  on  consumer  product  hazards, 
and  maintains  a  reference  service  of 
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worldwide  technical  informatitm  on 
product  safety. 

Plans,  develops,  and/or  conducts  edu¬ 
cational  and  training  programs  for  pub¬ 
lic  officials,  and  private  individuals  in¬ 
volved  in  injury  control  programs. 

(p-5)  Division  of  Children’s  Hazards. 
Develops  and  carries  out  technical  pro¬ 
grams  which  are  designed  to  reduce  the 
incidence  of  deaths  or  injuries  of  chil¬ 
dren  using  toys,  playground  equipment, 
recreational  devices,  infant  furniture, 
nursery  equipment  and  supplies,  and 
other  types  of  products  designed  for  chil¬ 
dren  or  substantially  affecting  children. 

Formulates  performance  criteria,  de¬ 
sign  specifications,  and  construction 
methods  which  will  improve  the  degree 
of  safety  or  reduce  the  incidence  of  in¬ 
juries  involved  in  the  use  of  children’s 
products. 

Identifies  needs  and  develops  prelimi¬ 
nary  drafts  for  new  and  revised  stand¬ 
ards  and  regulations  which  are  to  be  met 
by  industry  in  order  to  reduce  the  haz¬ 
ards  of  the  children’s  products. 

Promotes  a  better  imderstanding  of  the 
requirements  and  objectives  of  the  Child 
Protection  and  Toy  Safety  Act,  and  those 
regulations  concerning  children’s  prod¬ 
ucts  which  are  enforced  by  the  Bureau, 
and  encourages  voluntary  compliance 
with  those  regulations. 

Evaluates  the  effectiveness  of  proposed 
and  published  standards  and  regulations, 
and  of  proposed  and  published  test  meth¬ 
ods  used  to  measure  compliance. 

(p-6)  Division  of  Mechanical,  Electri¬ 
cal,  and  Thermal  Hazards.  Develops  and 
carries  out  technical  programs  which  are 
designed  to  reduce  the  incidence  of  death 
or  injury  of  consumers  using  mechanical, 
electrical,  and  thermal  products  which 
are  generally  foimd  in  and  around  the 
household. 

Formulates  performance  criteria,  de¬ 
sign  specifications,  and  construction 
methods  which  will  Improve  the  degree 
of  safety  or  reduce  the  incidence  of  acci¬ 
dents  in  the  use  of  these  consumer 
products. 

Promotes  a  better  understanding  of  the 
requirements  and  objectives  of  the  Bu¬ 
reau  of  Product  Safety  in  achieving  a 
reduction  of  the  hazards,  injuries,  and 
deaths  that  are  associated  with  the  use 
of  mechanical,  electrical,  and  thermal 
consumer  products,  and  encourages  and 
guides  industry  in  establishing  voluntary 
standards  to  achieve  this  reduction. 

Evaluates  the  effectiveness  of  proposed 
and  published  standards  and  regulations. 

Dated;  June  13,  1972. 

Steven  D.  Kohlert, 
Deputy  Assistant  Secretary 
for  Management. 

IPR  Doc.72-9179  Filed  8-16-72:8:47  am] 

PRINTING  AND  PUBLICATIONS  MAN¬ 
AGEMENT  STAFF,  OFFICE  OF  THE 

DEPUTY  ASSISTANT  SECRETARY 

FOR  ADMINISTRATION 

Statement  of  Organization,  Functions, 
and  Delegations  of  Authority 

Part  1  of  the  Statement  of  Organiza¬ 
tion,  Functions,  and  Delegations  of  Au¬ 


thority  of  the  Department  of  Health, 
Education,  and  Welfare,  Office  of  the 
Secretary,  Office  of  the  Deputy  As¬ 
sistant  Secretary  for  Administration,  is 
amended  to  add  new  Chapter  1T040903, 
Printing  and  Publications  Management 
Staff.  The  new  chapter  reads  as  follows: 

Sec.  1T040903.00  Mission.  The  Printing 
and  Publications  Management  Staff  of 
the  Office  of  Administration  is  headed  by 
a  Director  who  reports  directly  to  the 
Director,  Office  of  Administrative  Serv¬ 
ices,  and  is  imder  the  overall  supervision 
of  the  Deputy  Assistant  Secretary  for 
Administration.  'The  Staff  has  respon¬ 
sibility  for  the  m.anagement  of  a  De¬ 
partmentwide  printing  and  publications 
management  program  pursuant  to  pro¬ 
visions  of  the  U.S.  Government  Printing 
and  Binding  Regulations  of  the  Joint 
Committee  or.  Printing  of  the  Congress 
of  the  United  States  (44  U.S.C.  103). 

Sec.  1T040903.10  Functions.  Specifi¬ 
cally,  the  Printing  and  Publications  Man¬ 
agement  Staff  has  responsibility,  through 
its  Director  and  the  Deputy  Assistant 
Secretary  for  Administration,  for  the  fol¬ 
lowing: 

A.  Advises  the  Deputy  Assistant  Sec¬ 
retary  for  Administration  and  top  De¬ 
partmental  management  on  matters 
pertaining  to  the  management  and  di¬ 
rection  of  the  Department’s  printing  and 
publications  program  and  provides 
leadership  and  guidance  to  the  operat¬ 
ing  agencies  in  planning,  executing,  and 
evaluating  printing  and;- reprographics 
programs; 

B.  Provides  liaison  for  the  Department 
with  the  Joint  Committee  on  Printing 
of  the  Congress  and  with  the  Govern¬ 
ment  Printing  Office; 

C.  Provides  Department  liaison  with 
other  Government  agencies  and  with  pri¬ 
vate  industry  c«i  matter  pertaining  to 
printing  and  publications  management; 

D.  Coordinates  publications  manage¬ 
ment  matters  with  the  Office  of  Public 
Affairs,  Office  of  the  Secretary,  DHEW; 

E.  Serves  as  the  central  Department 
resource  on  coordinating  and  monitor¬ 
ing  the  testing  of  newly-developed  re¬ 
prographics  equipment,  systems,  and 
techniques; 

F.  Directs  a  program  of  periodic  re¬ 
view  and  evaluation  of  printing  and 
publications  management  regulations 
throughout  the  Department; 

G.  Prepares  the  Department’s  posi¬ 
tion  and  recommendations  on  pro¬ 
posed  changes  to  the  Government  Print¬ 
ing  and  Binding  Regulations;  and 

H.  The  Director  chairs  the  Depart¬ 
ment  Committee  on  Printing  Man¬ 
agement. 

Dated:  June  13, 1972. 

Steven  D.  Kohlert, 
Deputy  Assistant  Secretary 
for  Management. 

|FR  Doc.72-9180  Plied  6-16-72;8:47  am] 
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FARM  CREDIT  ADMINISTRATION 

FARM  CREDIT  SYSTEM  BONDS  AND 
DEBENTURES 

Use  of  Present  Supplies  of  Unissued 
Engraved  Blank  Paper  Stock 

Pursuant  to  the  authority  vested  in  the 
Farm  Credit  Administration  by  the  Farm 
Credit  Act  of  1971  (Public  Law  92-181, 
December  10,  1971,  85  Stat.  583),  notice 
is  hereby  given  that,  in  order  to  prevent 
waste,  present  inventories  of  unissued, 
engraved,  blank  paper  stock  of  Consoli¬ 
dated  Federal  Farm  Loan  Bonds  of  the 
Twelve  Federal  Land  Banks,  and  com¬ 
pleted  paper  stock  of  Consolidated  Col¬ 
lateral  Trust  Debentures  of  the  Twelve 
Federal  Intermediate  Credit  Banks  and 
Consolidated  Collateral  Trust  Deben¬ 
tures  of  the  Thirteen  Banks  for  Coopera¬ 
tives  shall  continue  to  be  used  for  bonds 
and  debentures  issued  by  said  banks  on 
and  after  the  date  hereof  until  said  in¬ 
ventories  have  been  exhausted.  Refer¬ 
ences  in  such  bonds  and  debentures  to 
the  Act  of  Congress  approved  July  17, 
1916,  the  Federal  Farm  Loan  Act,  and 
the  Farm  Credit  Act  of  1933,  w'hich  Acts 
were  repealed  by  the  Farm  Credit  Act  of 
1971,  shsdl  be  deemed  to  be  to  the  Farm 
Credit  Act  of  1971,  and  the  obligations 
of  the  issuers  and  the  rights  of  the 
holders  of  said  bonds  and  debentures 
shall  be  determined  in  accordance  with 
said  1971  Act. 

E.  A.  Jaenke, 
Governor, 

Farrnpredit  Administration. 

[FR  Doc.72-9150  Filed  6-16-72:8:46  am] 


FEDERAL  CDMMUNICATIONS 
COMMISSION 

[Dockets  Noe.  19520, 19521] 

PERSKY  AIR  SERVICE  AND  HOLLAND 
FLYING  SERVICE 

Order  Designating  Applications  for 
Consolidated  Hearing  on  Stated  Issues 

In  regard  applications  of  Arthur  C. 
Persky,  doing  business  as  Persky  Air 
Service,  Dtxiket  No.  19520,  Pile  No.  30-A- 
L-42:  International  Aerospace  Services, 
Inc.,  doing  business  as  Holland  Flying 
Service,  Docket  No.  19521,  Pile  No.  2-A- 
L-42;  for  an  aeronautical  advisory  radio 
station  to  serve  the  Valdosta  Municipal 
Airport,  Valdosta,  Ga. 

1.  The  Commission’s  rules  (§  87.251 
(a) )  provide  that  only  one  aeronautical 
advisory  station  may  be  authorized  to 
operate  at  a  landing  area.  The  above- 
captioned  aiHilications  both  seek  C!om- 
mission  authority  to  operate  an  aeronau¬ 
tical  advisory  station  at  the  same  land¬ 
ing  area  (Valdosta  Mimicipal  Airport, 
Valdosta,  Ga.)  and  are,  therefore,  mu¬ 
tually  exclusive.  Accordingly,  it  is 
necessary  to  designate  the  applications 
for  comparative  hearing  in  order  to  de¬ 
termine  which  application  should  be 
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granted.  Except  for  the  issues  specified 
herein,  each  applicant  is  otherwise 
qualified. 

2.  The  applii^ation  of  International 
Aerosp^  l^rvioes,  Inc.  (International) , 
has  b^n  filed  as  a  combination  renewal 
of  an  existing  advisory  station  license 
(call  sign  WCOG,  licensed  to  Wismer 
Holland,  doing  business  as  Holland  Fly¬ 
ing  Service)  and  an  assignment  of  the 
license  from  Wismer  Holland  to  Inter¬ 
national.  Since  the  Wismer  Holland  au- 
thorizatitm  (WCOG)  expired  on  Janu¬ 
ary  20,  1972,  and  the  application  for 
assignment  and  renewal  was  not  filed 
with  the  Commission  imtil  March  31, 
1972,  the  application  is  treated  as  a  new 
application. 

3.  In  view  of  the  foregoing:  It  is  or¬ 
dered.  That  pursuant  to  the  provisions 
of  section  309(e)  of  the  Communication 
Act  of  1934,  as  amended,  and  i  0.331(b) 
(21)  of  the  Commission’s  rules,  the 
above-captioned  applications  are  here¬ 
by  designated  for  hearing  in  a  consoli¬ 
dated  proceeding  at  a  time  and  place 
to  be  specified  in  a  subsequent  Order 
on  the  following  issues: 

a.  To  determine  which  applicant 
would  provide  the  public  with  better 
aeronautical  advisory  service  based  on 
the  following  considerations: 

(1)  Location  of  the  fixed-base  opera¬ 
tion  and  proposed  radio  station  in  rela¬ 
tion  to  the  landing  area  and  traffic 
patterns; 

( 2 )  Hours  of  operation ; 

(3)  Personnel  available  to  provide  ad¬ 
visory  service; 

(4)  Exi>erience  of  applicant  and  em- 
ployess  in  aviation  and  aviation 
communicaticms ; 

(5)  Ability  to  provide  information 
pertaining  to  primary  and  secondary 
commimications  as  specified  in  S  87,257 
of  the  Commission’s  rules; 

(6)  Proposed  radio  system  Including 
control  and  dispatch  points;  and 

(7)  The  availability  of  the  radio  fa¬ 
cilities  to  other  fixed-base  operators. 

b.  To  determine  in  light  of  the  evi¬ 
dence  adduced  on  the  foregoing  issues 
which,  if  either,  of  the  applications 
should  be  granted. 

4.  It  is  further  ordered.  That  to  avail 
themselves  of  an  opportimity  to  be 
heard,  Persky  Air  Service  and  Interna¬ 
tional,  pursuant  to  §  1.221(c)  of  the 
Commission’s  rules,  in  person  or  by  at¬ 
torney,  shall  within  20  days  of  the  mail¬ 
ing  of  this  order,  file  with  the  Commis¬ 
sion,  in  triplicate,  a  written  appearance 
stating  an  intention  to  appear  on  the 
date  set  for  hearing  and  present  evi¬ 
dence  on  the  issues  specified  in  this  or¬ 
der.  Failure  to  file  a  written  appearance 
within  the  time  specified  may  result 
in  dismissal  of  the  application  with 
prejudice. 

Adopted:  June  12, 1972. 

Released:  June  13, 1972. 

[seal]  .  James  E.  Barr, 

Chief,  Safety  and  Special 
Radio  Services  Bureau. 

[PR  Doc.72-9177  Plied  6-16-72:8:47  am] 


FEDERAL  MARITIME  CDMMISSION 

CANADIAN  PACIFIC  RAILWAY  CO. 

Revocation  of  Certificates  of 
Financial  Responsibility 

Certificate  of  Financial  Responsibility 
for  Indemnification  of  Passengers  for 
Nonperformance  of  Transportation  No. 
P-39  and  Certificate  of  Financial  Re¬ 
sponsibility  to  Meet  Liability  Incurred  for 
Death  or  Injury  to  Passengers  or  Other 
Persons  on  Voyages  No.  C-1,011. 

Canadian  Pacific  Railway  Co.,  Windsor  Sta¬ 
tion.  Montreal,  Quebec,  Canada. 

Whereas,  Canadian  Pacific  Railway  Co. 
has  ceased  to  operate  the  passenger  ves¬ 
sel  Empress  of  Canada;  and 
Whereas,  Canadian  Pacific  Railway  Co. 
has  returned  Certificate  (Performance) 
No.  P-39  and  Certificate  (Casualty)  No. 
C-1,011  for  revocation; 

It  is  ordered.  That  Certificate  (Per¬ 
formance)  No.  P-39  and  Certificate 
(Casualty)  No.  C-1,011,  covering  the  Em¬ 
press  of  Canada,  be  and  are  hereby  re¬ 
voked  effective  June  9,  1972. 

It  is  further  ordered,  ’That  a  copy  of 
this  order  be  published  in  the  FIsderal 
Register  and  served  on  Canadian  Pacific 
Railway  Co. 

By  the  Commission. 

FllANCIS  C.  Hurney, 

Secretary. 

[FR  Doc.72-9184  Filed  6-16-72:8:48  am] 


CONTINENTAL  NORTH  ATLANTIC 

WESTBOUND  FREIGHT  CONFER¬ 
ENCE 

Notice  of  Agreement  Filed 

Notice  is  hereby  given  that  the  follow¬ 
ing  agreement  has  been  filed  with  the 
Commission  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916,  as 
amended  (39  Stat.  733,  76  Stat.  763,  46 
U.S.C.  814) . 

Interested  parties  may  inspect  and  ob¬ 
tain  a  copy  of  the  agreement  at  the 
Washington  office  of  the  Federal  Mari¬ 
time  Commission,  1405  I  Street  NW., 
Room  1015;  or  may  inspect  the  agree¬ 
ment  at  the  Field  Offices  located  at  New 
York,  N.y.,  New  Orleans,  La.,  and  San 
Francisco,  Calif.  Comments  on  such 
agreements,  including  requests  for  hear¬ 
ing,  may  be  submitted  to  the  Secretary, 
Federal  Maritime  Commission,  Washing¬ 
ton,  D.C.  20573,  within  20  days  after 
publication  of  this  notice  in  the  Federal 
Register.  Any  person  desiring  a  hearing 
on  the  proposed  agreement  shall  provide 
a  clear  and  concise  statement  of  the 
matters  upon  which  they  desire  to  adduce 
evidence.  An  allegation  of  discrimination 
or  imfaimess  shall  be  accompanied  by  a 
statement  describing  the  discrimination 
or  unfairness  with  particularity.  If  a  vio¬ 
lation  of  the  Act  or  detriment  to  the 
commerce  of  the  United  States  is  al¬ 
leged,  the  statement  shall  set  forth  with 
particularity  the  acts  and  circumstances 
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said  to  constitute  such  violation  or  detri¬ 
ment  to  commerce. 

A  copy  of  any  such  statement  should 
also  be  forwarded  to  the  party  filing  the 
agreement  (as  Indicated  hereinafter)  and 
the  statement  should  Indicate  that  this 
has  been  done. 

Notice  of  agreement  filed  by: 

Elliott  B.  Mixon,  Esq.,  Burlingham  Under¬ 
wood  &  Lord,  Broadway,  New  York,  NY 

10004. 

Agreement  No.  8210-17  amends  the 
basic  Conference  Agreement  to  include 
within  its  scope  cargo  received  at  in¬ 
terior  points  in  Continental  Europe  and 
moving  through  ports  in  Germany,  the 
Netherlands,  Belgium,  and  France  from 
Hamburg  to  the  Spanish  border,  whether 
or  not  moving  tmder  a  through  bill  of 
lading. 

Dated:  June  14, 1972. 

By  order  of  the  Federal  Maritime 
Commission. 

Francis  C.  Hurnet, 
Secretary. 

[PR  Doc.  72-9182  Filed  6-16-72:8:48  am] 


PORT  OF  OAKLAND  AND  HARRY  H. 

BLANCO  CO. 

Notice  of  Agreement  Filed 

Notice  is  hereby  given  that  the  follow¬ 
ing  agreement  has  been  filed  with  the 
Commission  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916,  as 
amended  (39  Stat.  733,  75  Stat.  763,  46 
U.S.C.  814), 

Interested  parties  may  inspect  and 
obtain  a  copy  of  the  agreement  at  the 
Washington  oflBce  of  the  Federal  Mari¬ 
time  Commission,  1405  I  Street  NW., 
Room  1015;  or  may  inspect  the  agree¬ 
ment  at  the  Reid  Offices  located  at  New 
York,  N.Y„  New  Orleans,  La.,  and  San 
Francisco,  Calif.  Comments  on  such 
agreements,  including  requests  for  hear¬ 
ing,  may  be  submitted  to  the  Secretary, 
Federal  Maritime  Commission,  Washing¬ 
ton,  D.C.  20573,  within  20  days  after 
publication  of  this  notice  in  the  Federal 
Register.  Any  person  desiring  a  hearing 
on  the  proposed  agreement  shall  pro¬ 
vide  a  clear  and  concise  statement  of  the 
matters  upon  which  they  desire  to 
adduce  evidence.  An  allegation  of  dis¬ 
crimination  or  imfaimess  shall  be  ac¬ 
companied  by  a  statement  describing  the 
discrimination  or  unfairness  with  par¬ 
ticularity.  If  a  violation  of  the  Act  or 
detriment  to  the  commerce  of  the  United 
States  is  alleged,  the  statement  shall  set 
forth  with  particularity  the  acts  and  cir¬ 
cumstances  said  to  constitute  such  viola¬ 
tion  or  detriment  to  commerce. 

A  copy  of  any  such  statement  should 
also  be  forwarded  to  the  party  filing  the 
agreement  (as  indicated  hereinafter) 
and  the  statement  should  indicate  that 
this  has  been  done. 

Notice  of  agreement  filed  by: 

Mr.  3.  Kerwln  Rooney,  PcMii  Attorney,  Port 
of  Oakland,  66  Jack  London  Square,  Poet 
Office  Box  3064,  Oakland,  CA  94607, 


Agreement  No.  T-2587-1,  between  the 
Port  of  Oakland  (Oakland)  and  Harry 
H.  Blanco  Co.  (Blanco),  d(^ng  business 
as  Mid-Pacific  Freight  Forwarders, 
amends  the  basic  agreement  which  pro¬ 
vides  for  the  license  by  Oakland  of  cer¬ 
tain  office  space,  covered  truck  dock 
area,  maintenance  shop  area,  and  open 
dock  area  to  Blanco  for  use  as  a  con¬ 
tainer  freight  station  and  for  other  uses 
incidental  thereto.  The  purpose  of  the 
amendment  is  to  add  a  provision  to  the 
agreement  allowing  Blanco  to  sublicense 
office  space  to  the  United  States  Customs 
Service. 

Dated:  June  14,  1972. 

By  order  of  the  Federal  Maritime 
Commission. 

Francis  C.  Hurney, 
Secretary. 

(FR  Doc.72-9183  Filed  6-16-72:8:48  am] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  RP71-137] 

EL  PASO  NATURAL  GAS  CO. 

Notice  of  Motion  for  Order  Permitting 
Utilization  of  Accounts  in  Conjunc¬ 
tion  With  Existing  Tracking  Author¬ 
ity 

June  9,  1972. 

Take  notice  that  El  Paso  Natural  Gas 
Co.  (El  Paso),  on  May  31,  1972,  filed  a 
motion  requesting  the  Commission  to 
issue  an  order  in  the  above-captioned 
proceeding  permitting  El  Paso  to  utilize 
Account  186,  Miscellaneous  Deferred 
Debits,  of  the  Commission’s  Uniform  Sys¬ 
tem  of  Accounts,  or  a  successor  accoimt, 
in  conjunction  with  El  Paso’s  existing 
authority  to  file  changes  in  its  rates  to 
reflect  changes  in  purchased  gas  costs  on 
its  Northwest  Division  System. 

In  support  of  its  motion  El  Paso  states 
that  it  has  utilized  its  tracking  authority 
in  Docket  No.  RP71-137  on  several  oc¬ 
casions,  having  made  three  filings  within 
the  last  5  months  to  track  increases  in 
purchased  gas  costs  on  its  Northwest  Di¬ 
vision  System.  El  Paso  says  that  subse¬ 
quent  to  its  filing  on  March  17,  1972,  it 
received  numerous  objections  from  its 
Northwest  Division  System  customers 
and  from  Northwest  regulatory  commis¬ 
sions  as  to  the  frequency  of  its  tracking 
filings.  El  Paso  states  that  while  the 
customers  were  not  opposed  to  El  Paso’s 
recoupment  of  costs  of  gas  increases 
passed  on  by  it  suppliers,  the  customers 
noted  with  alarm  the  growing  resistance 
among  their  respective  consumers  and 
state  regulatory  authorities  to  their  ef¬ 
forts  to  pass  through  these  tracking  in¬ 
creases  in  their  rates.  In  light  of  the  in¬ 
creasing  resistance  to  the  frequency  of 
its  tracking  filings  El  Paso  proposes  that 
it  be  permitted  to  ultilize  Account  186, 
or  a  successor  account,  in  conjimction 
with  its  existing  tracking  authority  in 
Docket  No.  RP71-137.  If  such  permission 
were  granted  El  Paso  says  it  envisions 


the  following  procedure,  as  set  forth  on 
pages  5  and  6  of  its  motion: 

(1)  £1  Paso  would  file  oiUy  one  (1)  notice 
of  rate  change  to  track  cbangee  In  Northwest 
Division  System  purchased  gas  costs  and  such 
single  filing  would  be  made  on  December  31. 
1972  (the  last  day  presently  permitted  for 
such  filings),  to  be  effective  February  1. 
1973:  (il)  whenever  Increases  in  the  cost  of 
gas  pxuchased  for  resale  to  its  Northwest 
Division  System  customers,  not  refiected  in 
the  Northwest  Divisicm  System  Jurisdictional 
rates  which  became  effective  on  April  17, 
1972,  cause  a  net  change  in  the  annualized 
cost  of  gas  purchased  of  at  least  one-tenth 
of  one  cent  (0.1^)  per  Mcf  (at  14.73  ps.l.a.), 
based  upon  El  Paso’s  test  period  total  gas 
sales  as  to  the  Northwest  Division  System,'* 
El  Paso  would  debit  Account  186,  or  a  suc¬ 
cessor  account,  for  such  increases  on  a 
monthly  basis,  rather  than  filing  a  notice 
of  change  in  rates:  and  (ill)  In  accordance 
with  the  single  notice  of  rate  change  to  be 
filed  on  December  31,  1972,  the  Jurisdictional 
rates  for  the  Northwest  Division  System 
would  be  Increased  to  reflect  the  annualized 
net  change  occasioned  by  the  Increased  pur¬ 
chased  gas  costs,  plus  a  surcharge  necessary 
to  amortize  the  balance  in  Account  186,  or 
a  successor  account,  over  the  6-month  pe¬ 
riod  extending  through  July,  1973,  at  the 
termination  of  which  the  rates  would  be 
reduced  to  refiect  the  elimination  of  said 
surcharge.  Similarly,  IT,  as  a  result  of  Com¬ 
mission  action,  any  supplier  should  be  or¬ 
dered  to  reduce  rates  and  make  refunds, 
thereby  reducing  El  Paso’s  cost  of  purchased 
gas  for  the  Northwest  Division  System,  Ac¬ 
count  186,  or  its  Successor,  would  be  credited 
monthly  and  the  filing  of  December  31,  1972 
would  refiect  the  effect  thereof.  •  •  * 

El  Paso  says  that  If  this  methodology 
is  adopted  it  would  obviate  the  necessity 
for  frequent  tracking  filings  during  the 
remaining  of  the  term  of  the  outstanding 
Northwest  Division  S.vstem  tracking  au¬ 
thority,  thus  eliminating  the  objections 
voiced  by  El  Paso’s  customers  and  North¬ 
west  regulatory  bodies,  while  allowing 
El  Paso  to  recove.’  increased  purchased 
gas  costs  but  eliminating  none  of  the 
restrictions  presently  extant  on  El  Paso’s 
existing  tracking  authority. 

El  Paso  says  that  the  relief  it  seeks  is 
in  part  prompted  by  the  uncertainty  sur¬ 
rounding  the  Commission’s  Order  No. 
452,  issued  April  14,  1972,  Docket  R-406, 
wherein  the  Commission  prescribed  reg¬ 
ulations  governing  the  filing  by  pipeline 
companies  of  purchased  gas  cost  adjust¬ 
ment  provisions  in  their  FPC  Gas  Tariffs. 
El  Paso  states  that  upon  clarification  of 
these  imcertainties  it  would  contemplate 
the  filing  of  a  purchased  gas  cost  adjust¬ 
ment  provision  in  the  future. 

Copies  of  the  motion  were  served  on 
all  parties  to  Docket  No.  RP71-137, 
all  Northwest  Division  System  cus¬ 
tomers  and  interested  State  regulatory 
commissions. 

Answers  or  comments  relating  to  the 
motion  may  be  filed  with  the  Federal 
Power  Commission,  Washington,  D.C. 
20426,  on  or  before  June  23,  1972. 

Kenneth  F.  Plumb, 
Secretary. 

[FR  Doc.73-9145  Piled  6-16-72:8:48  am] 

“  (Footnote  omitted.) 
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[Docket  No.  RP72-1301 

EL  PASO  NATURAL  GAS  CO. 
Notice  of  Proposed  Changes  in  Tariff 
June  8,  1972. 

Take  notice  that  El  Paso  Natural  Gas 
Co.  (El  Paso),  on  May  22,  1972,  tendered 
for  filing  proposed  changes  in  Rate 
Schedules  F^25,  PS-29,  and  FS-30  of  its 
FPC  Gas  Tariff,  Original  Volume  No. 
2A,  to  become  effective  as  of  March  1, 
1972. 

The  principal  change  proposed  by  the 
filing  is  the  conversion  of  the  rate 
charged  to  Pioneer  Natural  Gas  Co. 
(Pioneer)  under  each  of  the  above- 
mentioned  rate  schedules  to  a  rate  equiv¬ 
alent  to  the  rate  being  collected  from 
time  to  time  xmder  El  Paso’s  Rate  Sched¬ 
ule  X-1  of  its  FPC  Gas  Tariff,  Original 
Volume  No.  1  which  El  Paso  says  is 
consistent  with  the  Commission’s  order 
issued  August  21,  1969,  as  amended 
March  20,  1970,  in  Docket  No.  CP69-23 
(42  FPC  562) .  chianges  other  than  those 
in  rate  level  relate  to  certain  modifica¬ 
tions  of  the  subject  rate  schedules  as 
more  fully  described  in  the  filing. 

El  Paso  states  that  a  March  1,  1972, 
effective  date  for  the  proposed  changes 
has  been  agreed  upon  with  Pioneer  and 
requests  waiver  of  the  Commission’s 
notice  requirements  in  order  to  permit 
the  tariff  changes  to  become  effective  as 
of  that  date.  El  Paso  requests  that  the 
revised  tariff  sheets  tendered  for  filing 
be  accepted  subject  to  final  determina¬ 
tion  of  the  rate  level  under  Rate  Sched¬ 
ule  X-1  in  Docket  No.  RP71-13. 

A  copy  of  the  filing  was  served  upon 
Pioneer. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should  on  or  before  Jime  16, 
1972,  file  with  the  Federal  Power  Com¬ 
mission,  Washington,  D.C.  20426,  peti¬ 
tions  to  intervene  or  protests  in  ac¬ 
cordance  with  the  requirements  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10).  All  protests 
filed  with  the  Commission  will  be  con¬ 
sidered  by  it  In  determining  the  appro¬ 
priate  action  to  be  taken  but  will  not 
serve  to  make  the  protestants  parties  to 
the  proceeding.  Persons  wishing  to  be¬ 
come  parties  to  a  proceeding  or  to  parti¬ 
cipate  as  a  party  in  any  hearing  therein 
must  file  petitions  to  intervene  in  ac- 
cOTdance  with  the  Commission’s  rules. 
’The  application  is  on  file  with  the  Com¬ 
mission  and  available  for  public  in¬ 
spection. 

Kenneth  F.  Plumb, 

Secretary. 

[FR  DOC.72-91B8  Filed  6-16-72;8:46  amj 


[Docket  No.  CI72-817] 

LONE  STAR  EXPLORATION,  INC. 
Notice  of  Application 

June  14,  1972. 

Take  notice  that  on  Jime  9,  1972,  Lone 
Star  Exploration,  Inc.  (applicant),  2010 
Republic  National  Bank  Building,  Dal¬ 
las,  Tex.  75201,  filed  in  Docket  No.  C172- 


817  an  application  pursuant  to  section 
7(c)  of  the  Natural  Gas  Act  for  a  cer¬ 
tificate  of  public  convenience  and  neces¬ 
sity  authorizing  the  sale  for  resale  and 
delivery  of  natural  gas  in  interstate 
conunerce  to  United  Gas  Pipe  Line  Co. 
(United)  from  the  Southwest  Tatum, 
Hosston-Cotton  Valley  Field,  Rusk 
County,  Tex.,  all  as  more  fully  set  forth 
In  the  application  which  is  on  file  with 
the  Commission  and  open  to  public 
inspection. 

Applicant  proposes  to  sell  to  United 
up  to  5,000  Mcf  of  natmal  gas  per  day 
at  35  cents  per  Mcf  at  14.65  p.sJ.a 
within  the  contemplation  of  §  2.70  of  the 
Commission’s  General  Policy  and  Inter¬ 
pretations  (18  CFR  2.70).  Applicant 
states  that  it  is  the  owner  of  an  un¬ 
divided  (Hie-half  interest  in  the  wells 
and  leases  covered  by  the  instant  appli¬ 
cation  and  that  the  other  one-half  un¬ 
divided  interest  is  owned  by  James  M. 
Forgotson,  Sr.,  certificate  holder  in 
Docket  No.  CI71-783  and  applicant  in 
Docket  No.  CI72-766.  Applicant  states 
that  gas  is  currently  being  sold  from 
the  subject  properties  by  James  M.  For¬ 
gotson,  Sr.,  pursuant  to  his  FPC  Gas 
Rate  ^hedule  No.  7.  Applicant  proposes 
to  commence  the  subject  sale  on  or  be¬ 
fore  June  23,  1972.  The  related  contract 
provides  that  deliveries  shall  commence 
the  later  of  June  25,  1972,  or  the  date 
of  Commission  authorization. 

It  appears  reasonable  and  consistent 
with  the  public  interest  in  this  case  to 
prescribe  a  period  shorter  than  15  days 
for  the  filing  of  protests  and  petitions 
to  intervene.  Therefore,  any  person  de¬ 
siring  to  be  heard  or  to  make  any  pro¬ 
test  with  reference  to  said  application 
should  on  or  before  June  23,  1972,  file 
with  the  Federal  Power  Commission, 
Washington,  D.C.  20426,  a  petition  to 
intervene  or  a  protest  In  accordance 
with  the  requirements  of  the  Commis- 
sion’s  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10).  All  protests  filed 
with  the  Commission  will  ^  considered 
by  it  in  determining  the  appropriate 
action  to  be  taken  but  will  not  serve 
to  make  the  protestants  parties  to  the 
proceeding.  Any  person  wishing  to  be¬ 
come  a  party  to  a  proceeding  or  to  par¬ 
ticipate  as  a  party  in  any  hearing 
therein  must  file  a  petition  to  inter¬ 
vene  in  accordance  with  the  Commis¬ 
sion’s  rules. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  juris^ction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission 
on  this  application  if  no  petition  to  in¬ 
tervene  is  filed  within  the  time  required 
herein,  if  the  Commission  on  its  own 
review  of  the  matter  finds  that  a  grant 
of  the  certificate  is  required  by  the  pub¬ 
lic  convenience'and  necessity.  If  a  peti¬ 
tion  for  leave  to  intervene  is  timely 
filed,  or  if  t^e  Commission  on  its  own 
motion  believes  that  a  formal  hearing 
is  required,  further  notice  of  such  hear¬ 
ing  will  be  duly  given. 


Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
unnecessary  for  applicant  to  appear  or 
be  represented  at  the  hearing. 

Kenneth  F.  Phtmb, 
Secretary. 

[FR  Doc.72-9219  FUed  6-16-72;8:50  am] 


[Docket  No.  E-77341 

MID-CONTINENT  AREA  POWER 
POOL  AGREEMENT 

Notice  of  Filing  for  Power  Pool 
Agreement 

June  9,  1972. 

Notice  is  hereby  given  that  on  May  23, 
1972,  the  Mid-Continent  Area  Power 
Pool  Agreement  (MAPP)  tendered  for 
filing  a  pooling  agreement. 

Participants  in  the  agreement  are : 
Interstate  Power  Co. 

Iowa  Electric  Light  and  Power  Co. 
lowa-llllnots  Oas  and  Electric  Co. 

Iowa  Power  and  Light  Co. 

Iowa  Public  Service  Co. 

Iowa  Southern  Utilities  Co. 

Lake  Superior  District  Power  Co. 

Minnesota  Power  &  Light  Co. 

Montana-Dakota  Utilities  Co. 

Northern  States  Power  Co.  (Minnesota) . 
Northwestern  PubUc  Service  Co. 

In  addition,  the  following  are  also  par¬ 
ties  to  the  agreement  as  participants: 

United  States  of  America,  Bureau  of  Reclama¬ 
tion. 

Central  Iowa  Power  Cooperative. 

Cooperative  Power  Association. 

Com  Belt  Power  Cooperative. 

Dalryland  Power  Cooperative. 

Eastern  Iowa  Light  and  Power  Cooperative. 
Mlnnkota  Power  Cooperative,  Inc. 

Nebraska  PubUc  Power  District. 

Northern  Minnesota  Power  Association. 
Omaha  Public  Power  District. 

Rural  Cooperative  Power  Association. 

Asscxiiate  Participants  are: 

Cedar  Falls,  Iowa. 

Delano,  Minn. 

Olenooe,  Minn. 

Hlbblng,  Minn. 

Madella,  Minn. 

Marshall,  Minn. 

Redwood  Falls,  Minn. 

Richland  Center,  Wls. 

Northwestern  Wisconsin  Electric  Co. 

According  to  the  filing  Northern  States 
Power  Co.  was  designated  as  the  filing 
agent  for  the  pool  agreement  by  the 
MAPP  Management  Committee.  The 
parties  to  this  agreement  are  parties  to 
other  agreements  which  provide  for  in- 
tercoimections,  poolings  and  interchange 
of  electric  service  between  themselves 
and  other  power  suppliers. 

No  statement  of  revenue  was  attached 
to  the  filing  because  the  applicant  said 
it  was  not  possible  to  make  an  accurate 
estimate  of  each  party’s  utilization  of 
available  service. 

’The  stated  objective  of  the  agreement 
is  to  provide  reliable  and  economical 
electric  service  to  the  customers  of  each 
of  the  parties  consistent  with  reasona¬ 
ble  utilization  of  natural  resources  and 
effect  on  enviroament.  The  agreement 
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states  an  intention  that  all  of  the  par¬ 
ties  shall  endeavor  to  coordinate  the  in¬ 
stallation  and  operation  of  generation 
and  transmission  facilities. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should  on  or  before  July  10, 
1972,  file  with  the  Federal  Power  Com¬ 
mission,  Washington,  D.C.  20426,  peti¬ 
tions  to  intervene  or  protests  in  accord¬ 
ance  with  the  requirements  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure 
(18  CPR  1.8  or  1.10).  All  protests  filed 
with  the  Commission  will  be  considered 
by  it  in  determining  the  appropriate  ac¬ 
tion  to  be  taken  but  will  not  serve  to 
make  the  protestants  parties  to  the  pro¬ 
ceeding.  Persons  wishing  to  become  par¬ 
ties  to  a  proceeding  or  to  participate  as  a 
party  in  any  hearing  therein  must  file 
petitions  to  intervene  in  accordance  with 
the  Commission’s  rules.  The  application 
is  on  file  with  the  Commission  and  avail¬ 
able  for  public  inspection. 

Kenneth  F.  Plumb, 

Secretary. 

[PR  r)oc.72-9146  Piled  6-16-72:8:48  am] 


[Docket  No.  E-7690] 

NEW  ENGLAND  POWER  POOL 
(NEPOOL)  AGREEMENT 

Rate  Schedule  Changes;  Extension  of 
Time 

June  14,  1972. 

New  England  Power  Co.,  Eastern 
Utilities  Associates,  Connecticut  Light 
and  Power  Co.,  The  Hartford  Electric 
Light  Co.,  Holyoke  Water  Power  Co., 
Holyoke  Power  and  Electric  Co.,  and 
Central  Main  Power  Co.  have  filed  re¬ 
quests  for  an  extension  of  time  to  and 
including  June  19,  1972,  within  which 
to  answer  the  “Petition  for  Late  Inter¬ 
vention  and  Motion  to  Reject’’  filed  on 
May  25,  1972,  by  Bangor  Hydro-Electric 
Corp.^ 

Upon  consideration,  notice  is  hereby 
given  that  the  time  is  extended  to  and 
Including  Jime  19,  1972,  within  which 
answers  may  be  filed  to  the  motion  of 
Bangor  Hydro-Electric  Corp. 

Kenneth  F.  Plumb, 
Secretary. 

[PR  Doc.72-9220  Piled  6-16-72;8:50  am] 
[Docket  No.  E-7736] 

NORTHERN  STATES  POWER  CO. 

Notice  of  Application 

JxmE  8,  1972. 

Take  notice  that  on  June  5,  1972, 
Northern  States  Power  Co.  (applicant) 
filed  an  application  seeking  an  order 
pursuant  to  section  204  of  the  Federal 
Power  Act  authorizing  the  issuance  of 
1,902,228  additional  shares  of  its  Com¬ 
mon  Stock  par  value  $5  per  share. 


>  Notice  of  Rate  Schedule  Changes  was 
published  on  Feb.  10,  1972  (37  FJt.  3008), 
and  Notice  of  Extension  of  Time  was  pub¬ 
lished  on  Mar.  8,  1972  (37  FJt.  4476). 


Applicant  is  incorporated  under  the 
laws  of  the  State  of  Minnesota  with  its 
principal  business  office  at  Minneapolis, 
Minn.,  and  is  engaged  in  the  electric 
utility  business  in  central  and  southern 
Minnesota,  southeastern  South  Dakota, 
and  in  the  Fargo-Grand  Forks  and 
Minot  areas  of  North  Dakota. 

’The  Common  Stock  is  to  be  issued  dur¬ 
ing  August,  1972.  Applicant  proposes  a 
issue  and  sell  the  additional  Common 
Stock  by  (a)  offering  said  shares  to  the 
holders  of  its  Common  Stock  on  the  basis 
of  one  share  for  each  10  shares  of  Com¬ 
mon  Stock  held  of  record  on  a  date  and 
at  a  price  per  share  to  be  determined 
by  the  applicant  (b)  offering,  at  the 
subscription  price  to  employees  and  re¬ 
tired  employees  of  applicant  and  its 
subsidiaries  such  of  the  additional  Com¬ 
mon  Stock  as  shall  not  be  subscribed  for 
by  the  holders  of  subscription  warrants 
and  (c)  selling  at  the  subscription  price, 
at  competitive  bidding,  such  of  the  above 
shares  of  Common  Stock  as  are  not  sub¬ 
scribed  by  the  holders  of  the  subscription 
warrants  or  by  employees  and  retired 
employees. 

’ITie  proceeds  from  the  sale  of  the 
Common  Stock  will  be  added  to  the  gen¬ 
eral  funds  of  the  Company  and  will  be 
used  to  prepay  part  of  the  outstanding 
short-term  borrowings  of  the  Company 
inciured  in  connection  with  its  construc¬ 
tion  program. 

Expenditures  during  1972  for  the  con¬ 
struction  program  of  applicant  are  esti¬ 
mated  at  $197  million,  of  which  $180 
million  is  for  electric  facilities,  $7  mil¬ 
lion  for  gas  facilities,  and  $10  million  for 
heating,  telephone,  and  general  facilities. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should,  on  or  before  Jime  28, 
1972,  file  with  the  Federal  Power  Com¬ 
mission,  Washington,  D.C.  20426,  peti¬ 
tions  or  protests  in  accordance  with  the 
requirements  of  the  Commission’s  rules 
of  practice  and  procedure  (18  (TFR  1.8  or 
1.10) .  All  protests  filed  with  the  Commis¬ 
sion  will  be  considered  by  it  in  determin¬ 
ing  the  appropriate  action  to  be  taken 
but  will  not  serve  to  make  the  protest¬ 
ants  parties  to  the  proceeding.  Persons 
wishing  to  become  parties  to  a  proceed¬ 
ing  or  to  participate  as  a  party  in  any 
hearing  therein  must  file  petitions  to  in¬ 
tervene  in  accordance  with  the  Commis¬ 
sion’s  rules.  The  application  is  on  file 
with  the  Commission  and  available  for 
public  inspection. 

Kenneth  F.  Plumb, 
Secretary. 

[PR  Doc.72-9156  Plied  6-16-72:8:46  am] 


[Docket  No.  CI66-559] 

PHILLIPS  PETROLEUM  CO. 

Notice  of  Petition  To  Amend  and  for 
Waiver  of  Regulations 

Junk  9,  1972. 

Take  notice  that  on  May  30,  1972, 
Phillips  Petroleum  Co.  (Petitioner) , 
BartlesvUle,  Okla.  74404,  filed  in  Docket 


No.  CI60-559  a  petiticoi  to  amend  the 
order  of  the  Commissirai  issuing  a  certifi¬ 
cate  of  public  convenience  and  necessity 
in  said  docket  pursuant  to  section  7(c) 
of  the  Natural  Gas  Act  and  for  waiver  of 
the  CommissiiHi’s  regulations  imder  said 
Act  by  authorizing  the  sale  of  new  cas¬ 
inghead  gas  to  Panhandle  Eastern  Pipe 
line  Co.  (Panhandle)  from  acreage  in 
the  McQuiddy  Ranch  Area,  Hemphill 
County,  Tex.,  at  a  rate  above  the  applica¬ 
ble  area  rate  ceiling,  all  as  more  fully  set 
forth  in  the  petition  to  amend  and  for 
waiver  of  Commission’s  regulations  which 
is  on  file  with  the  Commission  and  open 
to  public  inspection. 

Applicant  is  presently  authorized  in 
subject  docket  to  sell  and  deliver  natural 
gas  to  Panhandle  from  the  McQuiddy 
Ranch  Area  pursuant  to  the  terms  and 
provisions  of  a  gas  purchase  and  sales 
agreement  dated  November  11,  1965,  as 
amended,  on  file  with  the  Commission  as 
its  FPC  Gas  Rate  Schedule  No.  418.  Ap¬ 
plicant  states  that  it  has  amended  this 
contract  by  an  agreement  dated  March 
27,  1972,  to  provide  for  the  sale  and  de¬ 
livery  of  new  casinghead  gas  purchased 
by  it  from  certain  leases  covered  by  the 
agreement  dated  November  11,  1965,  at 
a  higher  price. 

The  new  amendment  provides  that  the 
committed  casinghead  gas  will  be  sub¬ 
ject  to  all  the  terms  and  provisions  of 
the  1965  agreement  but  for  the  pricing 
and  tax  reimbursement  provisions.  The 
price  provisions  are  amended  to  provide 
for  an  Initial  rate  of  30  cents  per  Mcf 
adjusted  for  B.t.u.  content,  upward  and 
downward,  and  tax  reimbursement  pro¬ 
visions  are  amended  to  provide  for  the 
reimbursement  of  87.5  percent  of  all  new, 
additional  or  increased  taxes. 

Applicant  estimates  an  initial  upward 
B.t.u.  adjustment  of  4.5  cents  per  Mcf 
and  an  initial  monthly  sales  volume  of 
50,000  Mcf. 

Applicant  states  that  it  and  Pan¬ 
handle  are  awsure  that  the  30-cent  ini¬ 
tial  price  of  natural  gas  provided  for  in 
the  March  27,  1972,  amendment  is 
greater  than  the  applicable  area  rate 
ceiling '  allowed  by  the  Commission  and, 
therefore,  requests  waiver  of  §  154.106 
(c)  of  the  Commission’s  regulations  to 
allow  it  to  charge  the  initial  rate  of  30 
cents  per  Mcf. 

Applicant  contends  that  the  30-cent 
rate  is  the  minimum  required  to  cover  its 
purchase,  gathering,  and  compression 
costs  in  order  to  acquire  these  reserves 
for  delivery  in  interstate  commerce ;  and 
furthermore,  the  price  under  the  No¬ 
vember  11,  1965,  contract  would  not 
allow  it  to  compete  for  new  casinghead 
gas  in  the  subject  area  in  view  of  the 
higher  prices  offered  by  either  inter¬ 
state  or  intrastate  purchasers. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
petition  to  amend  and  for  waiver  should 
on  or  before  July  3,  1972,  file  with  the 
Federal  Power  Commission,  Washing¬ 
ton,  D.C.  20426,  a  petition  to  intervene 
or  a  protest  in  accordance  with  the  re¬ 
quirements  of  the  Commission’s  rules  of 
practice  and  procedure  (18  CFR  1.8  or 
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1.10).  All  protests  filed  with  the  Com¬ 
mission  will  be  considered  by  It  In  de¬ 
termining  the  appropriate  action  to  be 
taken  but  will  not  serve  to  make  the 
Protestants  parties  to  the  proceeding. 
Any  person  wishing  to  become  a  party  to 
a  proceeding  or  to  participate  as  a  party 
In  any  hearing  therein  must  file  a  iieti- 
tion  to  intervene  in  accordance  with  the 
Commission’s  rules. 

Kenneth  F.  Plumb. 

Secretary. 

[FR  Doc.72-9147  Piled  6-16-72;8:48  am] 
(Docket  No.  CP72-2661 

TRANSCONTINENTAL  GAS  PIPE 
LINE  CORP. 

Notice  of  Application 

June  8, 1972. 

Take  notice  that  on  May  22.  1972, 
Transcontinental  Gas  Pipe  Line  Corp. 
(Applicant) ,  Post  Office  Box  1396,  Hous¬ 
ton,  TX  77001,  filed  in  Docket  No.  CP- 
72-266  a  budget-type  application  pursu¬ 
ant  to  section  7(c)  of  the  Natural  Gas 
Act,  as  implemented  by  S  157.7(b)  of  the 
regulations  under  said  Act,  for  a  cer¬ 
tificate  of  public  convenience  and  neces¬ 
sity  authorizing  the  construction,  dur¬ 
ing  the  12-month  period  ccnnmencing 
August  12,  1972,  and  the  operation  of 
certain  natural  gas  facilities  to  enable 
Applicant  to  take  into  its  pipeline  system 
supplies  of  natural  gas  which  will  be 
purchased  from  producers  in  the  general 
area  of  its  existing  pipeline  system,  all 
as  more  fully  set  forth  in  the  applica¬ 
tion  which  is  on  file  with  the  Commis¬ 
sion  and  open  to  public  inspection. 

Applicant  states  that  the  purpose  of 
this  budget-type  application  is  to  aug¬ 
ment  its  ability  to  act  with  reasonable 
dispatch  in  contracting  for  and  connect¬ 
ing  to  its  pipeline  system  supplies  of 
natm^  gas  in  various  producing  areas 
generally  coextensive  with  said  system. 

The  total  cost  of  the  proposed  facili¬ 
ties  will  not  exceed  $7  million  with  no 
single  offshore  project  cost  in  excess  of 
$1,750,000,  and  no  single  onshore  project 
costing  in  excess  of  $1  million.  Applicant 
states  that  the  proposed  facilities  will  be 
financed  Initially  from  temporary  bank 
loans  and  company  fimds,  with  perma¬ 
nent  financing  to  be  arranged  as  part  of 
an  overall  financing  program. 

Any  person  desiring  to  be  heard  or 
to  make  any  protest  with  reference  to 
said  application  should  on  or  before 
June  30.  1972,  file  with  the  Federal 
Power  Commissicm,  Washington,  D.C. 
20426,  a  petition  to  intervene  or  a  pro¬ 
test  in  accordance  with  the  requirements 
of  the  Commission’s  rules  of  practice  and 
procedure  (18  CFR  1.8  or  1.10)  and  the 
regulations  under  the  Natural  Gas  Act 
(18  CFR  157.10).  All  protests  filed  with 
the  Commission  will  be  considered  by  it 
In  determining  the  appropriate  acticxi 

^Area  ceiling  rate  established  by  Opinion 
No.  86  (Area  Bate  Proceeding,  et  al.  (Hugo- 
ton-Anadarko  Area),  Docket  Nos.  AR64-1, 
et  aL). 


to  be  taken  but  will  not  serve  to  make 
the  Protestants  parties  to  the  proceeding. 
Any  person  wishing  to  become  a  party  to 
a  proceeding  or  to  participate  as  a  party 
in  any  hearing  therein  must  file  a  peti¬ 
tion  to  intervene  in  accordance  with  the 
Commission’s  rules. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdictiwi  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission  on 
this  application  if  no  petition  to  intervene 
is  filed  within  the  time  required  herein, 
if  the  Commissltm  on  its  own  review  of 
the  matter  finds  that  a  grant  of  the  cer¬ 
tificate  is  required  by  the  public  con¬ 
venience  and  necessity.  If  a  petition  for 
leave  to  intervene  is  timely  filed,  or  if 
the  Commission  on  its  own  motion  be¬ 
lieves  that  a  formal  hearing  is  required, 
further  notice  of  such  hearing  wdll  be 
duly  given. 

Under  the  procedure  herein  provided 
for,  imless  otherwise  advised,  it  will  be 
unnecessary  for  Applicant  to  appear  or 
be  represented  at  the  hearing. 

Kenneth  F,  Plumb, 
Secretary. 

[FR  Doc.72-9157  Filed  6-16-72:8:46  am] 


[Docket  No.  RP72-1331 

UNITED  GAS  PIPE  LINE  CO. 

Notice  of  Proposed  Purchased  Gas 
Adjustment  Clause 

June  9,  1972. 

Take  notice  that  on  May  30.  1972, 
United  Gas  Pipe  Line  Co,  (United)  filed 
a  proposed  purchased  gas  adjustment 
clause.  United  requests  that  the  Com¬ 
mission  waive  the  notice  requirements  of 
S  154.22  of  the  regulations  to  permit  the 
purchased  gas  adjustment  clause  to  be¬ 
come  effective  Jime  1. 1972.  United  states 
that  waiver  of  such  requirements  is 
necessary  in  order  to  permit  United  to 
begin  to  accumulate  increases  in  its  cost 
of  gas  as  of  Jime  1, 1972,  subject  to  later 
recovery  as  a  surcharge  adjustment,  as 
provided  by  S  19.7  et  seq.  of  the  proposed 
PGA  clause. 

Copies  of  United’s  filing  w’ere  served 
on  each  of  United’s  jurisdictional 
customers. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should  on  or  before  June  23, 
1972,  file  with  the  Federal  Power  Com¬ 
mission,  Washington.  D.C.  20426,  peti¬ 
tions  to  intervene  or  protests  in  accord¬ 
ance  with  the  requirements  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10).  All  protests  filed 
with  the  Commission  will  be  considered 
by  it  in  determining  the  appropriate 
action  to  be  taken  but  will  not  serve  to 
make  the  protestants  parties  to  the  pro¬ 
ceeding.  Per^ns  wishing  to  become  par¬ 
ties  to  a  proceeding  or  to  participate  as  a 
party  in  any  hearing  therein  must  file 


petitions  to  intervene  in  accordance  with 
the  Commission’s  rules.  Hie  application 
Is  on  file  with  the  Commission  and  avail¬ 
able  for  public  inspection. 

Kenneth  F.  Plumb, 

Secretary. 

(FR  Doc.72-9148  FUed  6-16-72:8:48  am] 


[Docket  No.  CP72-121 

WESTERN  GAS  CORP. 

Notice  of  Petition  To  Amend 
June  9,  1972. 

Take  notice  that  on  June  5,  1972, 
Western  Gas  Corp.  (petitioner) ,  Post  Of¬ 
fice  Box  392,  Longview,  TX  75601,  filed  in 
Docket  No.  CT*72-12  a  petition  to  amend 
the  order  issuing  a  certificate  of  public 
convenience  and  necessity  pursuant  to 
section  7(c)  of  the  Natural  Gas  Act  and 
§  2.70  of  the  Commission’s  general 
policy  and  interpretations  (18  CFR  2.70) 
in  said  docket  on  August  17,  1971  (46 

FPC _ ),  as  amended  January  6, 1972 

(46  FPC _ ),  by  authorizing  peti¬ 

tioner  to  continue  the  sale  of  natural  gas 
for  an  additional  year,  all  as  more  fully 
set  forth  in  the  petition  to  amend  which 
is  on  file  with  the  Commission  and  open 
to  public  inspection. 

Petitioner  is  authorized  in  the  subject 
docket  to  sell  natural  gas  to  Texas  East¬ 
ern  Transmission  Corp.  in  Gregg  County. 
Tex.,  for  1  year  from  August  17,  1971, 
at  tlie  rate  of  35  cents  per  Mcf  at  14.65 
psi.a.  Petitioner  proposes  to  sell  ap¬ 
proximately  20,000  Mcf  of  natural  gas 
per  day  for  an  additional  year  commenc¬ 
ing  August  18,  1972. 

Petitioner  requests  that  the  time  for 
filing  protests  and  interventions  be  fixed 
at  not  more  than  10  days  after  issuance 
of  this  notice.  However,  inasmuch  as  the 
additional  sales  would  not  commence 
imtil  August  18,  1972,  it  does  not  appear 
reasonable  and  consistent  with  the  pub¬ 
lic  interest  in  this  case  to  prescribe  a 
I>eriod  of  time  for  the  filing  of  protests 
and  petitions  to  Intervene  other  than 
that  required  by  S  1.19(b)  of  the  Com¬ 
missions  rules  of  practice  and  procedure 
(18  CFR  1.19(b) ).  Therefore,  any  person 
desiring  to  be  heard  or  to  make  any  pro¬ 
test  with  reference  to  said  petition  to 
amend  should  on  or  before  July  3, 
1972,  file  with  the  Federal  Power 
Commission,  Washington,  D.C.  20426, 
a  petition  to  intervene  or  a  protest 
in  accordance  with  the  requirements  of 
the  Commission’s  rules  of  prtictice  and 
procedure  (18  CFR  1.8  or  1.10).  All  pro¬ 
tests  filed  with  the  (Commission  will  be 
considered  by  it  in  determining  the  ap¬ 
propriate  action  to  be  taken  but  will  not 
serve  to  make  the  protestants  parties  to 
the  proceeding.  Any  person  wishing  to 
become  a  party  to  a  proceeding  or  to  par¬ 
ticipate  as  a  party  in  any  hearing  therein 
must  file  a  petition  to  intervene  in  ac¬ 
cordance  with  the  Commission’s  rules. 

Kenneth  F.  Plumb, 
Secretary. 

[FR  Doc.72-9149  Piled  6-16-72:8:48  am] 
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FEDERAL  RESERVE  SYSTEM 

FIRST  ALABAMA  BANCSHARES,  INC. 

Acquisition  of  Bank 

First  Alabama  Bamcshares,  Inc.,  Bir¬ 
mingham,  Ala.,  has  applied  for  the 
Board’s  approval  under  section  3(a)(3) 
of  the  Bank  Holding  Company  Act  (12 
U.S.C.  1842(a)(3))  to  acquire  not  less 
than  80  percent  of  the  voting  shares  of 
Eiothan  Bank  &  Trust  Co.,  Dothan,  Ala. 
The  factors  that  are  considered  in  acting 
on  the  application  are  set  forth  in  section 
3(c)  of  the  Act  (12  U.S.C.  1842(c) ) . 

The  application  may  be  inspected  at 
the  office  of  the  Board  of  Governors  or 
at  the  Federal  Reserve  Bank  of  Atlanta. 
Any  person  wishing  to  comment  on  the 
application  should  submit  his  views  in 
wrlUng  to  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
Washington,  D.C.  20551,  to  be  received 
not  later  than  July  5,  1972. 

Board  of  Governors  of  the  Federal 
Reserve  System,  June  13,  1972. 

[seal]  Michael  A.  Greenspan, 

Assistant  Secretary. 

[FR  Doc.72-9162  Piled  6-16-72:8:47  am] 


FIRST  FINANCIAL  CORP. 

Acquisition  of  Bank 

First  Financial  Corp.,  Tampa,  Fla., 
has  applied  for  the  Board’s  approval  un¬ 
der  section  3(a)  (3)  of  the  Bank  Holding 
Company  Act  (12  U.S.C.  1842(a)(3))  to 
acquire  not  less  than  57.967  percent  of 
the  voting  shares  of  Venice-Nokomis 
Bank  and  ’Trust  Co.,  Venice,  Fla.  The 
factors  that  are  considered  in  acting  on 
the  application  are  set  forth  in  section 
3(c)  of  the  Act  (12  U.S.C.  1842(c)). 

The  application  may  be  Inspected  at 
the  office  of  the  Board  of  Governors  or 
at  the  Federal  Reserve  Bank  of  Atlanta. 
Any  person  wishing  to  comment  on  the 
application  should  submit  his  views  in 
writing  to  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System. 
Washington,  D.C.  20551,  to  be  received 
not  later  than  July  3,  1972. 

Board  of  Governors  of  the  Federal 
Reserve  System,  June  12,  1972. 

[seal]  Michael  A.  Greenspan, 

Assistant  Secretary. 

[FR  Doc.72-9163  Piled  6-16-72:8:47  am] 


JACOBUS  CO.  AND  INLAND 
FINANCIAL  CORP. 

Order  Approving  Acquisition  of  Bank 

The  Jacobus  Co.  (Jacobus)  and  its 
majority  owned  subsidiary  Inland  Fi¬ 
nancial  Corp.  (Inland) ,  both  of  Milwau¬ 
kee,  Wis.,  bank  holding  companies  within 
the  meaning  of  the  Bank  Holding  Com¬ 
pany  Act,  have  applied  for  the  Board’s 
approval  imder  section  3(a)  (3)  of  the 
Act  (12  U.S.C.  1842(a)(3))  to  acquire 
56.3  percent  or  more  of  the  voting  shares 
of  Heritage  Bank  of  Milwaukee,  Milwau¬ 
kee,  Wis.  (Bank).  The  acquisition  will 


be  made  by  Inland  and  as  a  result 
Jacobus  will  Indirectly  acquire  voting 
shares  of  Bank. 

Notice  of  the  applications,  affording 
opportunity  for  Interested  persons  to 
submit  comments  and  views,  has  been 
given  in  accordance  with  section  3(b) 
of  the  Act.  The  time  for  filing  comments 
and  views  has  expired,  and  the  Board 
has  considered  the  applications  and  all 
comments  received  in  light  of  the  factors 
set  forth  in  section  3(c)  of  the  Act  (12 
U.S.C.  1842(c)). 

Applicants  control  two  banks  with  ag¬ 
gregate  deposits  of  approximately  $46 
million,  representing  0.5  percent  of  the 
deposits  in  commercial  banks  in  Wis¬ 
consin.'  Acquisition  of  Bank  (deposits  of 
$23  million)  would  increase  Applicants* 
percentage  share  of  deposits  in  the  State 
by  only  0.2  percentage  points  and  would 
not  result  in  a  significant  Increase  in 
concentration  of  banking  resources  in 
Wisconsin, 

Both  of  applicants’  banking  subsidi¬ 
aries  are  located  in  the  Milwaukee  area. 
However,  there  is  little  existing  competi¬ 
tion  between  these  subsidiaries  and 
Bank,  and  there  is  little  likelihood  of 
substantial  future  competition  develop¬ 
ing  between  Bank  and  applicants’  sub¬ 
sidiaries  due  to  the  large  number  of  in¬ 
tervening  bemks  and  Wisconsin’s  branch¬ 
ing  laws.  Even  after  the  acquisition  of 
Bank,  applicants  would  control  less  than 
2  percent  of  area  deposits  and  would  be 
the  eighth  largest  banking  organization 
in  the  Milwaukee  area.  Competitive  con¬ 
sequences  of  the  transaction  are  con¬ 
sidered  by  the  Board  to  be  consistent 
with  approval  of  the  applications. 

Considerations  relating  to  the  financial 
condition,  managerial  resources  and 
prospects  of  applicants,  their  subsidiary 
banks,  and  Bank  are  generally  satisfac¬ 
tory  and  consistent  with  approval  of  the 
applications.  Considerations  relating  to 
the  convenience  and  needs  of  the  com¬ 
munity  to  be  served  also  are  consistent 
with  approval  of  the  applications. 

As  noted  in  the  Board’s  order  dated 
February  25,  1972  (1972  Federal  Reserve 
Bulletin  306),  approving  Applicants’  ac¬ 
quisition  of  the  voting  shares  of  Heritage 
Bank-Mayfair,  Wauwatosa,  Wis.,  Jaco¬ 
bus  has  filed  a  declaration,  pursuant 
to  section  4(c)  (12)  of  the  Bank  Holding 
Company  Act,  that  it  will  cease  to  be  a 
bank  holding  company  by  January  1, 
1981.  In  addition,  as  the  Board  stated  in 
the  earlier  order.  Jacobus  has  committed 
itself  to  divest  itself  of  its  interest  in 
Inland  within  90  days  of  the  passage  of 
enabling  legislation  permitting  distribu¬ 
tion  of  Inland’s  shares  to  Jacobus  share¬ 
holders  on  a  tax  free  basis. 

On  the  basis  of  the  record  and  in  view 
of  the  aforesaid  commitment,  the  appli¬ 
cations  are  approved  for  the  reasons 
summarized  above.  The  transaction  shall 
not  be  consummated  (a)  before  the  30th 
calendar  day  following  the  effective  date 
of  this  order  or  (b)  later  than  3  mcmths 
after  the  effective  date  of  this  order,  un- 


*  Banking  data  are  as  of  June  SO,  1971,  and 
reflect  holding  company  formations  and  ac- 
qulsltlons  approved  by  the  Board  through 
May  31,  1972. 


less  such  period  Is  extended  for  good 
cause  by  the  Board,  or  by  the  Federal 
Reserve  Bank  of  Chicago  pursuant  to 
delegated  authority. 

By  order  of  the  Board  of  Governors,* 
effective  June  12, 1972. 

[seal]  Tynan  Smith, 

Secretary  of  the  Board. 

[FR  Doc.72-9160  Piled  6-16-72:8:46  am] 


NEW  JERSEY  NATIONAL  CORP. 

Acquisition  of  Bank 

New  Jersey  National  Corp.,  Trenton, 
N.J.,  has  applied  for  the  Board’s  ap¬ 
proval  under  section  3(a)  (3)  of  the  Bank 
Holding  Company  Act  (12  U.S.C.  1842 
(a)  (3) )  to  acquire  100  percent  of  the  vot¬ 
ing  shares  (less  directors’  qualifying 
shares)  of  New  Jersey  National  Bank 
of  Princeton,  Princeton,  N.J.,  a  proposed 
new  bank.  ’The  factors  that  are  con¬ 
sidered  in  acting  on  the  application  are 
set  forth  in  section  3(c)  of  the  Act  (12 
U.S.C.  1842(c)). 

The  application  may  be  inspected  at 
the  office  of  the  Board  of  Governors  or 
at  the  Federal  Reserve  Bank  of  Phila¬ 
delphia.  Any  person  wishing  to  comment 
on  the  application  should  submit  his 
views  in  writing  to  the  Secretary,  Board 
of  Governors  of  the  Federal  Reserve  Sys¬ 
tem,  Washington,  D.C.  20551,  to  be  re¬ 
ceived  not  later  than  July  6, 1972. 

Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  Jime  13, 1972. 

[seal]  Michael  A.  Greenspan, 
Assistant  Secretary. 

[PR  Doc.72-9161  Filed  6-16-72:8:46  am] 


UNITED  BANKS  OF  COLORADO,  INC. 
Order  Approving  Acquisition  of  Bank 

United  Banks  of  Colorado,  Inc.,  Den¬ 
ver,  Colo.,  a  bank  holding  company  with¬ 
in  the  meaning  of  the  Bank  Holding 
Company  Act,  has  applied  for  the 
Board’s  approval  under  section  3(a)(3) 
of  the  Act  (12  U.S.C.  1842(a)  (3) )  to  ac¬ 
quire  80  percent  or  more  of  the  voting 
shares  of  ’The  Montrose  National  Bank. 
Montrose,  Colo.  (Bank). 

Notice  of  the  application,  affording 
opportunity  for  interested  persons  to 
submit  comments  and  views,  has  been 
given  in  accordance  with  section  3(b)  of 
the  Act.  The  time  for  filing  comments 
and  views  has  expired,  and  none  have 
been  timely  received.  The  Board  has 
considered  the  application  in  the  light 
of  the  factors  set  forth  in  section  3(c) 
of  the  Act  (12  U.S.C.  1842(c))  and  finds 
that: 

Applicant  owns  11  banks  controlling 
aggregate  deposits  of  about  $692  million 
and  is  the  second  largest  banking  or¬ 
ganization  in  Colorado,  controlling  15 
percent  of  the  deposits  in  commercial 


*  Voting  for  this  action:  Chairman  Burns 
and  Oovemors  Robertson,  Mitchell,  Brimmer, 
Sheehan  and  Bucher.  Absent  and  not  voting: 
Governor  Daane. 
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banks  in  the  State.'  Acquisition  of  Bank 
(approximately  $7  million  in  deposits) 
by  Applicant  would  increase  its  percent¬ 
age  share  of  deposits  by  less  than  two- 
tenths  of  1  percentage  point,  would  not 
change  Applicant’s  ranking  among 
banking  organizations  in  Colorado,  and 
would  not  result  in  a  significant  increase 
in  the  concentration  of  banking  re¬ 
sources  in  the  State. 

There  is  no  meaningful  existing  com¬ 
petition  between  Bank  and  any  of  appli¬ 
cant’s  banking  subsidaries.  The  Rocky 
Moimtains  separate  Montrose  from  10 
of  applicant’s  11  subsidiaries,  and  serve 
as  an  effective  barrier  to  the  develop¬ 
ment  of  any  substantial  future  competi¬ 
tion  between  Bank  and  these 
subsidiaries.  Applicant’s  only  subsidiary 
located  on  the  same  side  of  the  Rocky 
Moimtains  as  Montrose  is  over  60  miles 
away  and,  due  to  the  existence  of  inter¬ 
vening  banks  and  Colorado’s  branching 
laws,  there  is  little  likelihood  that  sub¬ 
stantial  competition  will  develop  be¬ 
tween  it  and  Bank.  The  Board  concludes 
that  competitive  considerations  are  con¬ 
sistent  with  approval  of  the  application. 

Applicsmt  proposes  to  rai^  equity 
capital  in  the  near  future,  and  con¬ 
siderations  relating  to  the  financial 
conditions,  managerial  resources,  and 
prospects  of  applicant,  its  subsidiary 
banks,  and  Bank  are  satisfactory  and 
consistent  with  approval  of  the  applica¬ 
tion.  Considerations  relating  to  the  con¬ 
venience  and  needs  of  the  community 
to  be  served  lend  some  weight  toward 
approval  of  the  acqiiisition  since  afiUia- 
tion  with  applicant  will  enable  Bank 
to  pursue  an  expansionary  policy  likely 
to  be  needed  for  the  accommodation 
of  the  anticipated  increase  in  economic 
activity  in  the  Montrose  area.  It  is  the 
Board’s  judgment  that  consiunmation  of 
the  proposed  acquisition  would  be  in  the 
public  interest  and  that  the  application 
should  be  approved. 

C>n  the  basis  of  the  record,  the  appli¬ 
cation  is  approved  for  the  reasons  siun- 
marized  above.  The  transaction  shall  not 
be  consmnmated  (a)  before  the  30th 
calendar  day  following  the  effective  date 
of  this  order  or  (b)  later  than  3  months 
after  the  effective  date  of  this  order, 
unless  such  period  is  extended  for  good 
cause  by  the  Board,  or  by  the  Federal 
Reserve  Bank  of  Kansas  City  pursuant 
to  delegated  authority. 

By  order  of  the  Board  of  Governors,* 
effective  June  12, 1972. 

[seal]  Tynan  Smith, 

Secretary  of  the  Board. 

[FR  Doc.72-9164  FUed  6-16-72;8:47  am] 


UNITED  MISSOURI  BANCSHARES,  INC. 

Acquisition  of  Bank 

United  Missouri  Bancshares,  Inc., 
Kansas  City,  Mo.,  has  applied  for  the 


>  Banking  data  are  as  of  June  30, 1971,  and 
reflect  holding  company  formations  and  ac¬ 
quisitions  approved  by  the  Board  through 
May  31, 1972. 

■Voting  for  this  action;  Chairman  Bums 
and  Oovemmn  Robertson,  Mitchell,  Brimmer, 
Sheehan  and  Bucher.  Absent  and  not  vot¬ 
ing:  Governor  Daane. 


Board’s  approval  under  section  3(a)(3) 
of  the  Bank  Holding  Company  Act  (12 
U.S.C.  1842(a)  (3) )  to  acquire  80  percent 
or  more  of  the  voting  shares  of  Woman 
Bank,  Kansas  City,  Mo.  The  factors  that 
are  considered  in  acting  on  the  appli¬ 
cation  are  set  forth  in  section  3(c)  of  the 
Act  (12UB.C.  1842(c)). 

The  application  may  be  inspected  at 
the  ofiSce  of  the  Board  of  Governors  or  at 
the  Federal  Reserve  Bank  of  Kansas  City. 
Any  person  wishing  to  comment  on  the 
application  should  submit  his  views  in 
writing  to  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
Washington,  D.C.  20551,  to  be  received 
not  later  than  July  3,  1972. 

Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  June  12,  1972. 

[seal]  Michael  A.  Greenspan, 

Assistant  Secretary. 

[FR  Doc.72-9165  Piled  6-16-72:8:47  am] 

INTERNATIONAL  BOUNDARY  AND 
WATER  COMMISSION,  UNITED 
STATES  AND  MEXICO 

EMERGENCY  DELIVERY  OF  COLO¬ 
RADO  RIVER  WATER  TO  TIJUANA, 

BAJA  CALIFORNIA,  MEXICO,  VIA 

FACILITIES  IN  CALIFORNIA 

Notice  of  Completion  and  Availability 
of  Environmental  Statement 

Pursuant  to  the  National  Environ¬ 
mental  Policy  Act  of  1969,  notice  is  here¬ 
by  given  that  this  agency  has  completed 
a  final  statement  which  discusses  en¬ 
vironmental  considerations  relating  to 
“Emergency  Delivery  of  Colorado  River 
Water  to  Tijuana,  Baja  California, 
Mexico,  via  Facilities  in  California.”  A 
copy  of  the  final  statement,  along  with 
copies  of  comments  received  from  other 
agencies  and  interested  groups,  is  being 
placed  in  the  Office  of  the  Country  Di¬ 
rector  for  Mexico,  Room  3906-A,  De¬ 
partment  of  State,  21st  Street  and 
Virginia  Avenue  NW.,  Washington,  DC, 
in  the  office  of  the  Resident  Engineer, 
U.S.  Section,  International  Boundary 
and  Water  Commission,  403  Custom  and 
Court  House,  305  West  F  Street,  San 
Diego,  CA  92101,  and  in  the  office  of  the 
U.S.  Section,  Chief  of  Planning  and  Re¬ 
ports,  809  Southwest  Center,  El  Paso. 
TX.  The  environmental  analysis  state¬ 
ment  was  prepared  in  connection  with 
the  proposed  emergency  delivery,  for  a 
period  not  to  exceed  5  years,  of  Colorado 
River  water  to  Tijuana,  Baja  California, 
via  conveyance  facilities  in  California. 

Copies  of  the  final  statement,  dated 
Jime  12,  1972,  along  with  copies  of  com¬ 
ments  received  from  other  agencies  and 
Interested  groups,  can  be  obtained  from 
the  U.S.  Department  of  Commerce,  Na¬ 
tional  Technical  Information  Service. 
Springfield,  VfL.  22151. 

Dated  at  El  Paso,  Tex.,  this  12th  day 
of  Jime  1972. 

Frank  Fullerton, 
Special  Legal  Assistant. 

(FR  Doc.72-9181  Filed  6-16-72;8:48  am] 


OVERSEAS  PRIVATE  INVESTMENT 
CORPORATION 

[DL/B  (72)  15] 

HERBERT  SALZMAN  ET  AL. 

Redelegation  of  Authority 

Redelegation  of  Authority  from  the 
President,  Overseas  Private  Investment 
Ck>rporation,  regarding  exercise  of  au¬ 
thority  to  make  original  classificatimi  of 
National  Security  informaticm  or  mate¬ 
rial  as  Confidential  or  Secret  pursuant 
to  secticm  2B  of  Executive  Order  No. 
11652. 

1.  Pursuant  to  the  authority  delegated 
to  me  by  section  2B  of  Executive  Order 
No.  11652  I  hereby  redelegate  to  the 
below-named  individuals  the  authority 
to  make  original  classification  of  Na¬ 
tional  Security  information  or  material 
as  Confidential  or  Secret. 

2.  This  red^egation  is  effective  June  1. 
1972,  and  supersedes  all  former  delega¬ 
tions  of  authority  or  practices  relating 
to  National  Security  Information  or  ma¬ 
terial.  The  authority  herein  delegated 
may  not  be  further  redelegated. 

Herbert  Salzman,  Executive  Vice  President. 
Marshall  T.  Mays,  General  Counsel. 
Rutherford  Poate,  Vice  President  for 

Development. 

Richard  Whitney,  Vice  President  for  Financ¬ 
ing. 

Joseph  H.  Price,  Vice  President  for 

Insurance. 

William  A.  Pistell,  Treasurer. 

Dated;  May  31,  1972. 

Bradford  Mills, 
President. 

[FR  Doc.72-9186  Piled  6-16-72;8:49  am] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

(File  500-1] 

CONTINENTAL  VENDING  MACHINE 
CORP. 

Order  Suspending  Trading 

It  appearing  to  the  Securities  and  Ex¬ 
change  Commission  that  the  summary 
suspension  of  trading  in  the  common 
stock,  10-cent  par  value,  of  Continental 
Vending  Machine  Corp.,  and  the  6-per¬ 
cent  convertible  subordinated  debentures 
due  September  1,  1976,  being  traded 
otherwise  than  on  a  national  securities 
exchange  is  required  in  the  public  inter¬ 
est  and  for  the  protection  of  investors: 

It  is  ordered.  Pursuant  to  section 
15(c)  (5)  of  the  Securities  Exchange  Act 
of  1934,  that  trading  in  such  securities 
otherwise  than  on  a  national  securities 
exchange  be  summarily  suspended,  this 
order  to  be  effective  for  the  period 
June  14.  1972,  through  June  23,  1972. 

By  the  Commission. 

[seal]  Ronald  F.  Hunt, 

Secretary. 

(FR  Doc.72-9174  Piled  6-16-72;8:47  am] 
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IPUe  No.  600-11 

INTER-ISLAND  MORTGAGEE  CORP. 

Order  Suspending  Trading 

JXTNE  13, 1972. 

It  appearing  to  the  Securities  and  Ex¬ 
change  Commission  that  the  summary 
susp«ision  of  trading  in  the  common 
stock,  $0.10  par  value,  of  Inter-Island 
Mortgagee  Corp.  being  traded  otherwise 
than  on  a  national  securities  exchange 
is  required  in  the  public  interest  and  for 
the  protection  of  investors: 

It  is  ordered.  Pursuant  to  section  15(c) 
(5)  of  the  Securities  Exchange  Act  of 
1934,  that  trading  in  such  securities 
otherwise  than  on  a  national  securities 
exchange  be  summarily  suspended,  this 
order  to  be  effective  for  the  period  from 
June  14,  1972,  through  Jime  23,  1972. 

By  the  Commission. 

[seal]  Ronald  F.  Hunt, 

Secretary. 

[FB  Doc.72-9176  Filed  6-16-72;8:47  am] 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS  FOR 
RELIEF 

June  14,  1972. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  S  1100.40  of  ^e  general  rules  of 
practice  (49  CFR  1100.40)  and  filed 
within  15  days  from  the  date  of  publica¬ 
tion  of  this  notice  in  the  Federal  Reg¬ 
ister. 

Long-and-Short  Haul 

FSA  No.  42450 — Barley  and  oats,  feed 
grade  from  points  in  Montana.  Filed  by 
North  Pacific  Coast  Freight  Bureau, 


agent  (No.  72-1) ,  for  interested  rail  car¬ 
riers.  Rates  on  barley  and  oats,  feed 
grade,  in  carloads,  as  described  in  the 
application,  from  points  in  Montana,  to 
specified  points  in  Washington  and 
Oregon. 

Tariff — Supplement  2  to  North  Pacific 
Coast  Freight  Bureau,  agent,  tariff  ICC 
1199.  Rates  are  published  to  become 
effective  on  July  10,  1972. 

FSA  No.  42451 — Phosphatic  fertilizer 
solution  from  Kimberly,  British  Colum¬ 
bia,  Canada.  Filed  by  Western  Trunk 
Line  Committee,  Agent  (No.  A-2667) ,  for 
interested  rail  carriers.  Rates  on  phos¬ 
phatic  fertilizer  solution,  in  tank  car¬ 
loads.  as  described  in  the  application, 
from  Kimberly,  British  Columbia,  Can¬ 
ada,  to  points  in  western  trunk-line  (in¬ 
cluding  Illinois)  territory  and  Kentucky. 

Grounds  for  relief — ^Market  cwnpeti- 
tion,  modified  short-line  distance  for¬ 
mula  and  grouping. 

Tariff — Canadian  Pacific  Railway  Co. 
tariff  ICC  W.1091.  Rates  are  published  to 
become  effective  on  July  17,  1972. 

PSA  No.  42452 — General  commodities 
between  ports  in  Japan  and  Korea  and 
rail  stations  on  the  U.S.  Atlantic  and 
Gulf  Seaboard.  Filed  by  Phoenix  Con¬ 
tainer  Liners,  Ltd.  (No.  1),  for  itself  and 
interested  rail  carriers.  Rates  on  gen¬ 
eral  commodities,  between  ports  in  Japan 
and  Korea,  on  the  one  hand,  and  rail 
stations  on  the  U.S.  Atlantic  and  Gulf 
Seaboard,  on  the  other. 

Grounds  for  relief — Water  competi¬ 
tion. 

Tariffs — Rates  as  to  which  relief  is  re¬ 
quested,  are  to  be  published,  filed,  and 
become  effective  as  soon  as  the  following 
tariffs  are  compiled  and  completed: 
Phoenix  Container  Liners.  Ltd.,  tariffs 
Nos.  1  and  2,  ICC  Nos.  1  and  2. 

PSA  No.  42453 — General  commodities 
between  ports  in  Japan  and  Peoples  Re¬ 
public  of  China  and  rail  stations  on  the 
U.S.  Atlantic  and  Gulf  Seaboard.  Filed 


by  Japan  Line,  Ltd.  (No.  1) ,  for  itself  and 
interested  rail  carriers.  Rates  on  general 
commodities,  between  ports  in  Japan  and 
Peoples  Republic  of  China,  on  the  one 
hand,  and  rail  stations  on  the  U.S.  At¬ 
lantic  and  Gulf  Seaboard,  on  the  other. 

Groimds  for  relief — Water  competi¬ 
tion. 

Tariffs — Rates  as  to  which  relief  is  re¬ 
quested,  are  to  be  published,  filed,  and 
become  effective  as  soon  as  the  following 
tariffs  are  compiled  and  completed: 
Japan  Line,  Ltd,,  tariffs  Nos.  1  and  2, 
ICC  Nos.  1  and  2. 

By  the  Commission. 

[seal]  Robert  L.  Oswald, 

Secretary. 

IFR  Doc.72-9191  Filed  «-16-72;8:49  am] 
[Notice  77] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

June  14, 1972. 

Application  filed  for  temporary  au¬ 
thority  imder  section  210a(b)  in  connec¬ 
tion  with  transfer  application  imder  sec¬ 
tion  212(b)  and  Transfer  Rules,  49  CFR 
Part  1132: 

No.  MC-PC-73785.  By  application 
filed  June  9,  1972.  DESERT  COASTAL 
TRANSPORT,  INC.,  Post  Office  Box  760, 
Vacaville,  CA  95688,  seeks  temporary  au¬ 
thority  to  lease  the  operating  rights  of 
ARIZONA-WESTERN  EXPRESS,  INC., 
Post  Office  Box  4716,  Yuma,  AZ  85364, 
under  section  210a(b).  The  transfer  to 
DESERT  COASTAL  TRANSPORT,  INC., 
of  the  operating  rights  of  ARIZONA- 
WESTERN  EXPRESS,  INC.,  is  presently 
pending. 

By  the  Commission. 

[SEAL]  Robert  L.  Oswald, 

Secretary. 

(FR  Doc.72-9190  Filed  6-16-72;8:49  am] 
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